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Carolina Water Service Inc
Summary of Cost of Capital and Fair Rate of Return

Based u on the Ca ital Structure of Utilities Inc. at December 31 2010

Ratios 1 Cost Rate
Weighted Cost

Rate

Long-Term Debt
Common Equity

50 11%
49.89%

6.60% (1)
10.80% - 11.40% (2)

3.31%
5 39% — 5 69%

Total 100.00% 8.70% 9 00%

Notes;
(1) Company-provided.

(2) Based upon informed judgment from the entire study, the
principal results of which are summarized on page 2.
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Carolina Water Service Inc
Brief Summa of Common E uit Cost Rate

No. Princi al Methods
Proxy Group of Nine
Water Com anies

Discounted Cash Flow Model (DCF) (1)

Risk Premium Model (RPM) (2)

Capital Asset Pricing Model (CAPM) (3)

9.54%

10.33%

10.42%

Market Models Applied to Comparable Risk,
Non-Price Regulated Companies (4) 13 45%

Indicated Common Equity Cost Rate before
Adjustment for Business Risks 10.40% 11.00%

Financial Risk Adjustment (5)

Business Risk Adjustment (6)

Indicated Common Equity Cost Rate

Recommended Common Equity Cost Rate

0 08%

0 50%

10. 82%

10.80%

-0.08%

0.50%

11.42%

11.40%

Notes: (1)
(2)
(3)
(4)
(5)

From Schedule PMA-6.
From page 1 of Schedule PMA-8.
From page 1 of Schedule PMA-10.
From page 2 of Schedule PMA-11.
Financial risk adjustment to reflect the financial risk of the capital structure
employed by Carolina Water Service, Inc. for ratemaking purposes relative to
the proxy group as detailed in Ms. Ahern's accompanying direct testimony.

(6) Business risk adjustment to reflect CWS's greater business risk due to its
small size relative to the proxy group as detailed in Ms. Ahern's
accompanying direct testimony.
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Carolina Water Service Inc.
2010 Capital Intensity of Carolina Water Service, Inc, and
AUS Ulilit Re orts Uulit Com anies Indust Ayers es

Carolina Water Service, Inc.
Water Industry Average
Electric Industry Average
Combination Elec. 8 Gas Industry Average
Gas Distribution Average

43.11
1,841.97

11,841.00
10,561.90
2,909.36

7.09
482.13

5,481.47
6,210.80
2,295.93

$ 6.08
$ 3.82
5 2.16
5 1.70
$ 1.27

Average
Average Operating Capital
Net Plant Revenue Intensity~rp ~ru ~r Capital Intensity

of CWS
v. Other Industries

( times )

159 16%
281 48%
357.65%
478.74%

Notes:
Capital Intensity is equal to Net Plant divided by Total Operating Revenue.

Source of Information:
EDGAR Online's I-Meirix Database

Company Annual Forms 10iK

AUS Utility Reports - May 2011
Published By AUS Consultants

Company Provided Information



Capital Intensity of the AUS Utility Reports Companies
2001 - 2010

Dollars

$5.50

$ 5.00

$4.50

$4.00

$3.50

$3.00

$ 2.50

$ 2.00

$ 1.50

$ 1.00

$ 0.50
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Average

~ Water Electric ~ Combo Gg E v. Gas Dist. m ra m
R o a

IQ0 6
na a —.

Source of Information: SEC Edgar I-Metrlx Online Database
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Carokna Water Service Inc.
2010 Depreciation Rate of Carolina Water Service, Inc. and

AUS Utiht Re orts Utilit Com anies fndust Ayers es

Depreciation
Depletion

& Amorl. Expense

Average Total
Gross Plant Depreciation
Less CWIP Rate

Depreciation Rate
of CWS

v Other industnes

Carolina Water Service, Inc.
Water Industry Average
Etectnc Industry Average
Combination Elec. 8 Gas industry Average
LDC Gas Distribution Industry Average

0.69 $
61.69 $

581 88 $
541 78 $
132.79 $

28.02
2,024.85

15,770.71
14,632.55
3,952.97

( times )
2.4%
3.0% 80.00%
3.7% 64.86%
3.7% 64.86%
3.4% 70.59%

Notes:
Effective Depreciation Rate is equal lo Depremalion, Depletion and Amortization Expense divided by

average beginning and ending year's Gross Plant minus Construction Work in Progress.

Source of Information:
EDGAR Onkne's I-Matrix Database
Company Annual Forms 10iK

AUS Utility Repon - May 2011
Published by AUS Consultants

Company Provided information
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Before-Inc. Tax / Interest Cov. for the AUS Utility Reports Cos.
2001 - 2010

6.00

5.50

5.00

4.50

4.00

3.50

3.00

2.50

2.00
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

~Water Electric —Combo LDC

Source of information: SEC Edgar I-Metrix Online Oatabae
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g. m

t

May 27, 2009

Criteria
(
Corporates

)
General

Criteria Methodology: Business
Risk/Financial Risk Matrix
Expanded
Primary Credit Analysts.
Solomon 6 Samson. New York (Ii 212-436-7663; sol samsontsstandardandpoors.com
Emmanuel Dubois-Pelorin, Pans l33i1-4420-6673, emmanuel dubois.pelerinfgstandardandpoorscom

Table Of Contents

Business Risk/Financial Rislt Framework

Updated Matrix

Financial Benchmarks

How To Use The Matrix-And Its Limitations

Related Articles

www stan dardendpoors.corn/ratiogsdirect
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Criteria
)
Corporates

[
General

Criteria Methodology: Business Risk/Financial
Risk Matrix Expanded
(Editor's Note: ln tire previous vers/orr of this artie/e pub(/shed on May 26, certain of the rat/ rrg outcomes in tbe
table I rnatnx rvere missated. A correcter/ vcrsivrr followsJ

Standard Bt Poor's Ratings Services is refining its methodology for corporate ratings related to its business
risk/financial risk matrix, which xve published as part of 2008 Corporate Ratings Criteria on April 15, 2008, on
RatingsDirect at www.ratingsdirecr.corn and Standard Bt Poor's Web site at urcvw.standardandpoors.corn.

This article amends and supersedes thc criteria as published in Corporate Ratings Criteria& page 21, and the articles
listed in the "Related Articles" section at the cnd of this report.

This article is part of a broad series of measures announced last year to enhance our governance, analytics,
dissemination of information, and investor education initiatives. These initiatives are aimed at augmenting our
independence, strengthening the rating process, and increasing our transparency to better serve the global markets.

We introduced the business risk/financial risk ntatrix four years ago. The relationships depicted in the matrix
represent an essential element of our corporate analytical nxcthodology.

We are now expanding the matrix& by adding one category to both business and financial risks (see table 1). As a

result, the matrix allows for greater differentiation regarding companies rated lower than invmtmcnt grade (i.e.,'BB'nd
below).

Table I

Business And Financial Risk Profile Matrix

Business Risk Profile Financial Risk Profile

Minimal Modest Intermediate Significant Aggressive Highly Leveraged
Excellent A- BBB

Strong AA A A- BBB BB BB-

Sausfactory

Fair

A- BBB+ BBB

BBB. BB+

BB+ BB. B+

BB BB- B

Weak BB BB. B+ B-

Vulnerable 6+ B CCC+

These roti og outcomes ore shown for goidsoce pot poses oofy Actual rating should be whhio oos cotch of indicated rating outcomes.

The rating outcomes ret'er ro issuer credit ratings. The ratings indicatctl in each cell of the matrix are the midpoints
of a range of likely rating possibilities. This range would ordinarily span one notch above and below the indicated
rating.

Standard Bc poor's aatingsoirect l May 27, 2009

stcotmd I poor'c All riohlc roccrvco No reprint or dicccmioclioc whhom esp't pmmiccho soo Toooc of Uco/nimteomr an rho Iocr page 77ctn sms tss2
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Criteria I Corpora/es l Geiterak Criteria Methodology: Bttsiltdss Risk/F/naiicial Risk Matrix Expanded

Business Risk/Financial Risk Framework
Our corporate analytical mechodology organizes the analytical process according to a common tramework, and ir
divides the task into several categories so that all salient issues are considered. The first categories involve
fundaniental business analysis; the financial analysis categories follow.

Our ratings analysis starts with the assessment of the business and comperitive profile of the company. Two
companies with identical financial metrics can be rated very differently, to rhe extent that their business challenges
and prospccrs differ. Thc categories underlying our business and financial risk assessments are:

Business risk
~ Counrry risk
~ Industry risk
~ Competitive posirion
~ Profitability/Peer group comparisons

Financial risk
~ Accounting
~ Financial governance and policies/risk tolerance
~ Cash flow adequacy
~ Capital structure/asset protection
~ Liquidity/short-term factors

We do not have any predetermined weights for these categories. The significance of specific factors varies from
situation to situation.

Updated Matrix
We developed the matrix to make explicit the rating outcomes that are typical for various business risk/financial risk
combinarions. It illustrates the relationship of business and financial risk profiles to the issuer credit rating.

We tend to weight business risk slightly more than financial risk when differentiating among investment-grade
ratings. Conversely, we place slightly more weight on financial risk for speculative-grade issuers (see table I, again).
There also is a subtle compounding effect when borh business risk and financial risk are aligned at extremes (i.em

excellent/minimal and vulnerable/highly leveraged.)

The new, more granular version of the matrix represents a refinement—not any change in rating criteria or
standards-and, consequently, holds no implications for any changes to existing ratings. However, the expanded
matrix should enhance the transparency of the analytical process.

Financial Benchtnarks

www.standardandpaars.corn/ratingsdirect

5 land std g

pont 's

As tip his tessrnnd No reprint ot dissemination wi arnot m7's permission. See Terms el Use/Dial aim et on the l as I page. 72lt52 ssx2355'.
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Criteria I Corporates I General: Criteria Methodology: Business Risk/Financ/a/ Risk Matrix Expanded

Table 2

Financial Rial& Indicative Ratios (Carporates)

Minimal

Modest

FFO/Debt (akl Debt/EOITOA(x) Debt/Ca ital (%)

greater than 60 less than 1.5 less than 25

45-60 1.5.2 25.35

Intermediate 30-45

Significant 20-30

2-3

3-4

35.45

45-50

Aggressive 12-20 4-5 50-60

Highly Leveraged less than I 2 greater than 5 greater than 60

How To Use The Matrix—And Its Limitations
The rating matrix indicative outcomes are what we typically observe—but are not meant to be precise indications or
guarantees of future rating opinions. Positive and negative nuances in our analysis may lead ro a notch higher or
lower than the outcomes indicated in the various cells of the matrix.

In certain situations there may be specific, overarching risks that are outside the standard framework, e.g., a

liquidity crisis, major lirigation, or large acquisition. This often is the case regarding credits at the lowest cnd of the

credit spectrum-i.e., the 'CCC'ategory and lower. These ratings, b& definition, reflect some impending crisis or
acute vulnerability, and the balanced approach that under(isa thc matrix framework just does not lend itself to such
situations.

Similarly, some matrix cells are blank because the underlying combinations are highly unusual —and presumably
would involve complicated factors and analysis.

The following hypothetical example illustrates how the tables can be used to better understand our raring process

(see tables I and 2),

We believe that Company ABC has a satisfactory business risk profile, typical of a low investment-grade industrial

issuer. If we believed its financial risk were intermediate, the expected rating outcome should be within one notch of
'BBB'. ABC's ratios of cash flow to debt (35%) and debt leverage (total debt to EBITDA of 2.5x) are indeed

charatxeristic of intermediate financial risk.

It might be possible for Company ABC to be upgraded to the 'A'ategory by, for example, reducing its debt burden
to the point that financial risk is viewed as minimal. Funds from operations (FFO) to debt of more than 60% and

debt to EBITDA of only 1.5x would, in most cascsr indicate minimal.

Conversely, ABC may choose to become more financially aggressive—perhaps it decides to reward shareholders by
borrowing ro repurchase irs stock. It is possible that the company niay fall into the 'BIV category if we view its

financial risk as significant. FFO to debt of 20% and dcbr ro EBITDA 4x would, in our view, typify the significant
financial risk category.

Still, ir is essential to realize that the financial benchmarks are guidelines, neirher gospel nor guarantees. They can

vary in nonstandard cases: For example, if a company's financial measures exhibit very little volatility, benchmarks

may be somewhat more relaxed.

Standard Sc Poor's RatingsDiract
( May 27, 2009

standard s poor's All righls reserved. No reprint or dimem'marian wimonl ssps perminion. see termr of Use/uisaa mer on the lml pag

4

rx is" sosirasss
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Criteria I Corporates I Gerrera/2 Criteria Merkodologyr Dns/tress R/sk/F/narrc/al Risk Matrix Expanded

Moreover, our assessntent of financial risk is not as simplistic as looking at a few ratios. It encompasses:

~ a vienv of accounting and disclosure practices;
~ a view of corporate governance, financial policies, and risk tolerance;
~ the degree of capital intensity, flexibility regarding capiral expenditures and other cash needs, including

acquisitions and shareholder distributions; and
~ various aspects of liquidity—including the risk of refinancing near-term maturities.

The matrix addresses a company's standalone credit profile, and does not take account of external influences, which
would pertain in rhe case of government-related entities or subsidiaries that in our view may benefit or suffer from
affiliation with a stronger or weaker group. The matrix refers only to local-currency ratings, rather than
foreign-currency ratings, which incorporate additional transfer and convertibility risks. Finally, the matrix does not
apply to project finance or corporate securitizations.

Related Articles
Industrials'usiness Risk/Financial Risk Matrix—A Fundamental Perspective On Corporate Itatings, published April
7, 2005, on RatingsDirect.

www.standardandpoors.curn/ratingsdirect
Standard Spoor'n. Alt righto raaanmd. No raprinl or dmamination wirhonl SSP'a parmiaaton Saa tmmr ot Urn/tsr laimar on the lant page

5

rta152 waotl23552



Exhibit No.
Schedule PMA-4
Page 6 of 6

Copyngtit Or 2009. Standard 8 Poors a division ol The McGrawHi0 Camps nice, Inc. IS 8 Pi. S &P and/or ils third pany licensors have exclusive propdetary rights in the data or
information provided herein This dale/information may only be used internally for business purposes and shall nol be used for any unlawfuf or unauthorited purpases.
Dissemination, distribution or reproduction of this datahnformetion in any form is slricdy prohibited except with Ihe prior wriaen permission of S&P. Because of tlie
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Prox Grou of Nine Water Com anies
CAPITALIZATION AND FINANCIAL STATISTICS (I)

CAPITALIZATION STATISTICS

AMOUNT OF CAPITA EMPLOYED

2010 200rt 2008 2007
(MILLIONS OF DOLLARS)

2006

TOTAL PERMANENT CAPITAL
SHORT-TERM DEBT

TOTAL CAPITAL EMPLOYED

$ 1,712.951

$53 463
$1,641.561

~31.24
$ 1.537 371

$84 104
$ 1,561.064

$37.360
$1,274.261

~100 228

IND DATED AVERAGE CAPITAL COST RATES 2
TOTAL DEBT
PREFERRED STOCK

BASED ON TOTAL PERMANENT CAPITAL:
LONG-TERM DEBT
PREFERRED STOCK
COMMON EQUITY

TOTAL

BASED ON TOTAL CAPITAL:
TOTAL DEBI, INCLUDING SHORT-TERM
PREFERRED STOCK
COMMONEQUITY

TOTAL

5.37
1.85

5097 %
0.19

48 84

53.49 %
0.1 8

46.33
)g(L(E( '/

5.31
1.85

50.80 %
0.21

48 99
Jg(L(E( '/

53 33 %
0.19

48.48

5.58
2.88

50.35 %

0.22
49 43

53.43 '4,

0.21
46 36
(EL(E) '/,

6 08
2.18

49.46 %
0.31

50 23

50 59 %
0.31

49.10
Jg(L(E) %

761
2.04

48.48 %
0.46

51 06

J(EL(E) %

5032 '/
0.45

49 23

5 YEAR
AVERAGE

5001 %
0.28

49.71

52.23 %
0 27

47 50

FINANCIAL RATIOS - MARKET BASED
EARNINGS / PRICE RATIO
MARKET/AVERAGE BOOK RATIO
DIVIDEND YIELD
DIVIDEND PAYOUT RATIO

592
161.43

3.62
66.67

4.33
147.98

4.03
60.06

290 '/
156 27

3.84
64 23

495 %
198.82

3 31

63 89

5.29
206 08

331
63 02

488 Y
174.12

3 62
63 57

RATE OF RETURN ON AV E BOOK COMMON E DRY 898 6.99 % 639 '7 7.09 % 8.09 '/ 751

475 X 553 X 907 X 5.59 X 456 X 590 X

FUNDS FROM OPERATION TOTAL DEBT 4 17.10 / 16.41 % 16.14 '7 15 04 9 16 58 % 16.25

53 49 '4 53 33 % 53A3 A 50 59 % 50 32 % 52.23 %

Notes:
(I)

(2)

Ag capitalization and finanaal statistics for the group are the anthmetic average of Ihe achieved results for
each individual company in the group, and ere based upon finanaal statements as originally reponed in
each year.

Computed by relating actual intel debt interest or prefened stock dividends booked to average of beginning
and ending total debt or preferred slack reported to be outstanding.

Total debt as a percentage of EBITDA (Eammgs before Interest, Income Taxes, Depreaahon and
Amortuahonk

(4) Funds from operakons (sum of nel income, depreciation, amortization, net deferred income tax and
in vestment lax credits, lass lotal AFUDC) plus interest charges as a percentage of lotat debt

Source of Information: I-Matrix Database
Company SEC Form 10-K
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ital Str ct u onT IP ntCa ital r

Prox r u of Nine Wet r m anise
gggg 2~01 t~niv

~Y
Rggg AuVE

0%a~non 6~1st s W~tr
Long-Term Debt
Preferred Stock
Common Equly

Total Capital

44.30 %
0 00

55 70

46.95 '/ 46 25 %
0.00 000

53 05 53.75

46.99 % 48 61 % 46.62 %
000 0.00 0.00

53.01 51 39 53 38IIRITRI'%nc.

Long.Term Debt
Preferred Slcck
Common Equity

Total Capital

56.73% 5698% 53.75%%u 51.05%
0.29 0.3D D 32 0.31

42.98 42 72 45.93 48.64
1W1Rl 9 fOKW% ~% IOOW'/

4693 % 53DB %%d

006 0 26
53.01 46 66

TOOTIO % TOOW 4

Long-Term Debt
P starred Stock
Common Equity

Total Caprlal

57.05 % 56 59 %
0.02 0.02

42 93 43.39

54 21 9
0 09

45.70~'/ 55.88 %

0.09
44.03

TOOTRI %

51.55 4 55 06 %
0.10 D 06

48.35 44 88
TOIDRI %

Long-Term Debt
Preferred Stock
Common Equity

Total capaal

52.84 % 54 12 %
0.00 0 00

47.16 45 88
TWW% iWKI 'A

59.57 % 52.20 % 61.87 % 56.12 %
0.00 0.00 0.00 000

4043 47.80 38.13 43.88
% TOKW% TOOW%

~lgum~ate
getup
Long-Term Debt
Preferred Stock
Common Equity

7otal Capnal

52 51 % 47.93 9 41.88 %
D.DD 0.00 0.0D

47 49 52.07 58.12
TOKOII'

42.86 %
0.51

56 63

43.47 %
0.51

56 Dj
fOKIRI '/

45.73 %
0.20

54 DT

tWat r

Irr
Long-Tenn Debt
Preferred Stock
Common Equity

Total Capital

49.32 %
0. 34

50.34
RIKOO %

5059% 46.94 %%d

0 35 D.39
49 06 52 87

IOOW% ~%%u

47.76 9 44.42 % 47.81 %
0.44 0 49 0 40

51.80 55.09 51.79
TOITVf%%u IWW%

bftddfgaga wa~ter
Long-Tenn Debt
Preforred Stock
Comnmn Equity

Total Capital

43.91 %
I 07

55.02

47.35 9 49 10 9
1.24 1.22

51.41 49 68fOOTRI'%9.48
'A 48.78 9 47.72 %

1.46 2.95 1.59
4906 48 27 50.69~ '/ ~%%u fOKIRI 9,

OAW~omgon
Long-Term Debt
Preferred Stock
Common Equity

Total Cap tat

53.79 %
0.00

46.21
IWW 9

49.52 %
D 00

50 48

46 08 % 47 79 '/ 41.83 % 47.80 '/
0.00 0.01 0.01 0.00

53.92 52.20 58%16 52 2D
IWW% ~%%u

iter ~n
Long-Term Debt
Preferred Stock
Common Equity

Total Capttal

48 28 %
0.00

51.72

47.16 %

0 OD

52 84

55.31 % 51.17 %

D 00 0.00
44 69 48.83

BRIM% ~%
48 82 % 5D15%
0.00 000

51.18 49.85

~POtgesLOOBgyyaat
~manies
Long.Term Debt
Preferred Stud
Common Equ ty

Total Caprtal

50.97 % 50 00 % 50.35 % 4946%
0.19 021 0 22 0.31

48 84 40.99 49 43 50 23
TWWS TWW%

48 48 %
0.46

51 06

5D01 %
0 28

49 71
TOOTRI%

Source of Information
EDGAR Online's tl-Matrix Database
Annual Forms 10-K



Exhibit No.
Schedule PMA-6
Page 1 of 10

indicated Common Equity Cost Rale using the Discounted Cash Flow Model for
Ihe Prox Grou of Nin Water Com anise

Prox Grou of Nine Water oem anise

Average
Dividend

~yield I

Value Line
Projected
Five Year
Growth in

~EPS 2

Reuters Mean
Consensus

Projected Fivo
Year Growth
Rate in EPS

Zack's Five
Year

Pro/er/ed
Growth

Rate in EPS

Yehooi
Finance

Projected
Five Year
Growth in

EPS

Average
Projected
Five Year
Growth la

~EPS 3

Indicated
Adjusted Common
Dividend Equity Cost

~Yield 4 ~acta 5

Amencan States VI/aler Co.
American Water Works Co., Inc.

Aqua America, Inc
Artesian Resources Corp.
California Water Seneca Group
Connecucut Water Service, Inc.
Middlesex Water Company
SJW Corporation
York Water Company

Average

Median

329
3.02
2.81
3.99
3.34
3.72
3 g9
3.02
3.10

8.00
8 50

10.00
3 60
3 00
4.00
3 00
9 00
6.0D

550 '/
I I.DD

7 20
4 50
6.30
5 50

(I 00)
14.00
600

870
6.50
360

4 00
3 00

6.00

5.50 '/
8.70
600
4 53
9 00
3 00
3.00

14.00
6 00

6.33
9.23
7.43
4.06
6.10
4.13
2.00

12 33
6.00

3.39 '/
3.16
2.91
4 07
3.44
3.80
4.03
3.21
3.19

9.72
12.39
10 34
813
9.54
7.93
6 03

15 54
9 19

9.87 %

9.54

NA= Not Available
NMF = Not Meaningful Figure

Noise
(I) Indicated dividend at 7/6/2011 divided by the average closing price of Ihe last 60 trading days ending 7/6/2011 for

each company
(2) From pages 2 through 10 oi this Schedule.
(3) Average of columns 2 Ihrough 5 excluding negative growth rates
(4) This reflects a growth rate component equal to one-half the conclusion of growth rate (from column 6) x column I

to reflect Ihe periodic payment of dividends (Gordon Model) as opposed lo the continuous payment. Thus, for
American States Water Co., 3 29% x (I+( I/2 x 6.33%) )

= 3.39%.

(5) Column 6 + column 7.

Source of Information: Value Line Investment Survey: Apnl 22, 2011
www reuters corn Downloaded on 07/06/2011
www.zacks corn Downloaded on 07/06/2011
www.yahoo.corn Downloaded on 07/06/2011
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Price Gain Return
Nigh 60 (+75%1 17%
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36 9
29 8

39 6
31.2

36.4
32 7

Target Price Range
20162014 2015

128

% TDT. RETURN 3/u
THIS ViaiiTHJ

iicux iiatz
1yi. 64 234
3y. Sr 49.9
5yi. Icc isa

32

24

16

12

PIEiPNDp 87 RDD 3p'/

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 00 2009 2010 2011 2012 OVALUELIHEPUS.LLC 14-16
11.03

175
103
91

1137

1.75

1.13

.82

11 44 11.02

1.85 2.04

1.04 1.08

83 .84

12.01

226
1.19

.55

12.17

2.2D

1.28

86

13 (6
2.53

1.35

.87

13.78 13 98

254 208
1.34 .78

.87 88

13.61

223
1.05

89

14.06

264
1.32

90

15.76

2.89

133
.91

17.49

3.31

1.62

.96

18.42

3.37

I 55

IJM

19 48

340
162
101

21A I 21.05

4.34 415
2.25 2.10
1.04 1.08

22.05

4.35
2.20

U2

Revenues pet eh
"Cash Flow" persh
Earnings persh"
Olv'd Decl'd per eh n

25.00

4.85

160
1.25

2.19

1029
.40

11.DI

2.58

1124
311

11.48

4.30

11 IQ

3.03

12.74

3.18

1322
268

14.D5

3.76

13 97

503
15.01

424
15.72

3.91

16.64

289
17.53

4.45

17 95

418
19.39

4.24

20.26

4.15

20.60

4.35 Cip'ISpendingpersh
20.NI Book %aim per sh

5.00

20.75
11.77 13.33 13A4 13.44 13.44 15 12 15 12 15.1 8 15.21 16.75 16 Ol 17.05 17 23 17.3D 1853 18.63 10.2S 19.50 Common She Dutst'g 20.00

'11.6

.78

6.7%

126
.79

58%

I ~ .5 15.5

.IN .Bl

5.5'5 5 0%

17.1

.97

42%

159
103

42'I

16.7

.86

39%

183
100

3aM

31 . 219
1.82 123 1.17

3 5'/ 3 6% 3.1'fi

7.7

1.50

25%

240
1.27

2.5'/

22.

1.36

2 9'4

212
141

2.9%

155 a iree * AvgAnnlPIERatio
100 wiw «m Relative PIE Rxlio

30% Avg Ann'IDiv'd Yield

19.9

125
2.5%

CAPITAL STRUCTURE as of 12I3NI 0
Total Debt $ 361.2 mill. Due ln 5 Yis $296 9 mill.
LT Debt $299.9 mill. LT Interest $21 6 mill.
(LT interest earned 4 9x: total interest
coverage. 44x) (44'/ of Cap'I)

Leases, Uncepgagzed: Annual rentals $3 3 mill

Pension Assets.12/10 $ 00.2 mill.
Dblig. $ 11S.S mig.

Pld Stock None

Common Stock19654106shs
as of 3I9II I
MARKET CAP: $65tl mugon (Smsg Cap)

197.5

204
209.2 212.7 228.0 2362

20 3 11.9 16 5 22.5

6 I'4 6.5%,

10.1'/ 9.5'4

10.1'4 9 5%

46%
56%
5.6%

52%
6.6'/
6.6'4

54%
8.5'6

8.5%

3 6%

65%

3 3%

65%

NLIF

113'fi

1.0%

84%

2.8%

67%

43.0% 38.9% 435'/ 374%%u 47.0%

549'6 520% 520'/ 4'/7% 504'4
447% 480%%u 480'4 523% 496%
447.6 444.4 442 3 480.4 532.5
539 8 563 3 602.3 6M 2 7132

268.6

23.1

40 5%

12 2%

486%
51 4%

551 6
750 6
6.0%

8.1%
8.1'4

2.7%

67%

301 4

280
42.6%

8.5'I

46.9%

53.1%

569A

776 4

67%

9.3%

93%
39%

318.7 361 0

26.8 29.5

398 9

42.7

4%
49.9

430 Revenues (5miM)

410 Net Prolit Smil

577.0

825.3

665.0

866 4

677 4

9D5 2

700

950

725 Tclsl Capilal (5mig)
ISSO Net Plant Smil

6.4%

8 6%

8.6%%u

3.1%

84%

59% 7.5% 7.5% 7.5N Return on Total Cap'I
82%%u 113'/ I(OA 110% RelumonShi.Equgy
82% 11.3'I 11.0A 11.0% Return un Cpm Eu'2%
61%

6.2%

45% 52%

5.5% RetainedtcComEq
51% ABDiv'dsloHelPrcl

378% 38.9% 426% 42.0%%d 400% Income Tax Rate
69% 32'4 50/ 50% 50% AFUOC'/tcgelProfil

4627 45.0% 44 3% 410Y 450N Long.Term Debt Ratio
638% 541% 557% SIOY sspA CommonE ul Ratio

500

52.0

40.0%

5.0%%d

49.5N

59.5 Y

875

1150

8.0%

12.5N

12.6%

6.5N

SIN2008 2009 12/31IIDCURRENT POSITION
UMILL)

Cash Assets
Other
Current Assets
Accts Payable
Debt Due
Qlher
Current Lich.
Fix Ch Ccv.

42
200 8
205.0
362
61 4
81 2

1788
441%

7.3 I 7
83 3 94.3
90.6 96 0
366 339
75 3 18.1
25.5 47.7

293% 352%
Piisl

10vis.
4.5%
5 O'4
4 0%
I 5%
4.5%

ANNUAL RATES
of change (per eh)
Revenues
"Cash Flow"
Earnings
Diwdends
Book Value

Past Est'd '08ula
5yn. Io'IS'l5

6 0% 4.5%
6.0% 5 5%
6'SA 9.0%
25% 35%
60% 30%

QUARTERLY REVENUES (2 wig l
Msr.31 Jun.30 Se .30 Dec.31

Cal.
ender

Full
Ym T

318.7
361.0
398.
405
430

68.9 80.3 85.3 84.2
79 6 93.6 101.5 86 3
88.4 95.5 111.3 103.7
910 102 115 95.0
95.tl 110 125 100

2008
20D9
2010
2011
2012

Cal. EARHIHGS PERSHAREH

endar Mar.31 Jun.30 Sep.3D Dec.31
Full
Year

1.55
1.62
2.25
210
2.20

30 .53 .26 .43
28 .64 .52 .18
45 .47 62 .71
45 .55 .65 .45
47 .58 .69 .46

2008
2009
201D
2DII
2012

FullYeai'sl.QUNITERLY DIVIDENDS PAID s
endar Mar31 Jun30 Se 30 Dec31

.96
1.00
1.01
1.04

2007
2008
2009
2010

.235 .235 .235 .250
250 250 250 .250
250 .250 250 .260
260 .260 .260 .260

BuslNEss: Amencan slates water co operates as a holcing
coinpany. Through its pnncipal subsidiary, Golden Stale Water
Company, it supplms water lo more than 250,000 customers ln 75
communitios in 10 counfies Service areas lndude the greater
metropolitan areas of Los Angeles snd Orange Counties The com-
pany also provides electnc utility services to nearly 23,250 custom-

Favorable regulatory backing enabled
American States Water to have a
blowout fourth quarter. Indeed, the
waier utility posted earnings of $ 0.7) a
share, nearly four times the year-before
tally. Revenues jumped 20%i, to $ )03.7
million, thanks Le the recognition oi'etroactiverevenues from earlier in the
year associated with ral.e increases handed
down by the California Public Uti)ilies
Commission (CPUC) in regard to general
rate cases for Regions ii and Iii.
Growth will be tough tc come by this
year due to the stiffer comparisons

Although the benefits were ell real-
ized in the final quarter of the year, thc
CPUC's ruling added $ 0.30 B share to t.he
bottom line for the full-year 2010. AWR is
subject to regulatnry rulings so the gain is
considered typical and not looked at as e
nonrecurring. But we do nul expect a
similar occurrence this year.... as well as the continued escala-
tion of infrastructure costs. AWR's op-
erating costs remain on Lhe rise and are
not likely to slow anytime soon, given that
its water systems are growing older and
require attention. Its pockets are ell but

eis ln Ihe oly of Big Bear Lake snd in areas of San Bernardino
county. Acquired chapanel city water ol Anzona (10/00). Has
703 employees Officers !L drectcis cwn 2.6% cl common stuck
(4nc proxy). Chairman: Lloyd Ross piesidenl IL CEQ: Rcbeil J.
Spiowls Inc. CA Addr. 630 East Fcolhia Boulevard, San Dimes,
CA 91773. Teh 909.394.3600.

Internal

www aswsler corn.

empty, however, and the company will
have tc continue tc seek outside financiers
lo stay el)eau (Debt and equily issuences
have become commonplace, and will likely
remain a drag an earnings growth going
forward As a result, we look for share
earnings Lo take a step back this year and
tc show modest improvement in 20)2.
That said, the company is slated to file e
eneral rate case for all Lhree regions in
u)y of this year. A ruling is expected to

take )8 monlhs. A favorable verdict could
prove our 2012 estimate conservative.
Capital projects are likely tu remoin o
longer-term concern too. There is nc
end in sight to the infrastructure invest-
ment that is necessary. This industry is
capital intensive, but unfortunately AWR
is cash-strapped. As a result, t.he stock
does net stand out for price appreciation
potential for the coming six tc )2 munlhs
or the 3 tc 5 years ahead. The financial
constraint.s lead to concerns about the
ccmpany's dividend, which despite being
above the average ofTering in cur Survey,
loses some luster when compared to other
utilities
Andre d. Cosranza April 22 207/

(A) Pnmary earnings. Excludes noniecumng rounding. (C) In millions, adlusted for split
gains/(losses); '04, 144; '06, 264 '06, 64; '06, (9) Diwdends hisloncsgy paid m early March,
(2742 '10, (554) Next earnings iepon due ear- June, September, end December. ~ Ov'd rein-
ly May. Quarterly egs msy nol edd due to vestment plan available
o zcu, viue Lve publminc Ltc xn ants iewved Fsnuil male Hl H cbixned I cn wwces beleved ls te ieiible ww is cnncec wocu wvnvrtim d Hw uni.
Tus puBIIsHLR Is HoT nsspcussis FQR ANY 6RRcas cR oMlssloNs HEREIN Ths cuHcslcn H sl cily lci Junc ears wu mrtomnercm niunxi use Nc part
cl I niy te sped cid iesckl, iioid c simnuid rt any I iul, ehcxcnc o Hihii Iem, o wm Iu owiixirtg or nioeus any pmiid or sio nc cutoiii, saves or pnmci

Company's Flnenclal Strenglh B+i
Stock's Piles StabSHy 85
Price Growth Persistence 70
Earnings Predlctabglty 85
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814.16 PRO ECTIONS
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Price Gain Return
High 50 1+80%1 18%
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High
Luw:
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16 5

23 0
16 2

25 0
10 4

209
25 2

Target Price Range
2014 2015 2016

40

Insututlonel Decisions
lmlis mlllll euliii

lvnw 134 14B 145
u all IO7 BB Ilu
ud a 15437B ICB340 1454su

Percent 21
shares 14
traded 7

1995 1998 1999 2000 20011996 1997

Insider Decisions
MJJABONOJhseuuuueuunu

nlecci 0 0 0 0 0 u 0 0 0
tml uuouuunnc
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37
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15

10
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2012 e VALUE LIHE PUB. LLC 4-1 6
13.08

65

6 97

13 M

0 47

d2 14

14.61

2.87

1.10

40

13 98

289
1.25

.82

15.49

336
1.53

86

16.10

1.76

.90

16.35

3.00

1.80

.94

Revenues per sh
'Cash Flux/'er sh
Earnings per ah A

Div'd Decl'd pcr sh a

17.95

4. 10

2.10

1.10
4 31

23 66

4.74

28.39

53(
25 64

4.50

22.91

438
23 59

4.30

2150
4.25 Csp'ISpendlngpersh

23%%dd Buokysluepersh n
4.20

2150
160.00 160.00 16000

I

114
1.96

15.6

1.04

4 2%

14

.94

3 0'/

174.63 175.00 TSO.gtl

s wns
VI

i

20.0

1.35

E.p%%d

Avg Ann P/E Ratio

Relshve PIE Rslin

Avg Ann'I Div'd Yield

IWW Common She Dutsl'g 195.00

20931 2214.2 2336.9

d1558 d342.3 187.2

CAPITAL STRUCTURE ss of 12/31N 9
Total Debt $ 5478.3 mill. Due In 5 Yrs $201.9 mill.
LT Debt $5433 5 mill. LT Interest $ 315.0 mill
(Tutal interest cnverage.2.4x) (57% of Cap'0

Lessee, Uncapitagxed: Annual renlaIs $25 7 mill
Pension Assets 12/tg $861 0 mill

Obgg. $1285.5 null.
Pld Stock $23 9 m g Pld Div'd NMF

Common Stock 175,211,592 shs
ss of 2/22/H

MARKET CAP: $4.9 bgHun (Mid Cep)

2008 2009 12/3010CURRENT POSITION
($NILL.)

Cash Assets
Other
Current Assets
Accts Payable
Debt Due
Other
Current Liab
Mix CIC9. Cnv.

9.5 22.3
400 2 476.0
417.7 499.1
1498 1366
654 8 173.6
3002 2952

1104 8 607 4

197% 21D%

131
521.2
534 3
199.2
448

530 5
774.5
237%

Psst
10 Ym.

ANNUAL RATES
of change (per eh)
Revenues
"Cash

Fluv/'arnings

Oiwdends
Book Value

Past Est'd 'SOCIO
5 Yu. Is'14'l6

35%%d
50%
05%
8.0%
-5%

QUARTERLY REYEHUES ($ mill.)

ender Mnr3( Jun.38 Sep.30 Dec.31
Full
Year

5(6.8 589.4 672.2 566 5 2336 9
550 2 612.7 680.0 597.8 2440.7
588.1 671.2 766.9 664 5 2710.
620 715 820 725 2875
650 750 865 760 3025

2008
2009
2019
2011
2D12

Cal. EARHINGSPERSHARE"

ender Mar.31 Jun.30 Sep.38 Dec.31
Full
Year

.04 .28 .55 .23

.19 .32 .52 .21

.18 .42 71 .23

.22 .46 .75 .27

.24 .49 .79 .28

2DDS

2009
2010
2011
2012

110
1.25
1.53
1.70
I'.80

Full
Year

Csl. QUARTERLY DMDENDS PAID n ~

ender Mar31 Jun 38 Se 30 Dec 31

20DT

28DS -.. - .20 .26
20D9 .20 .20 .21 .21

2010 .21 .21 .22 22
2611 .22

.40

.82
66

37.4%

56.19 509'/ 6119
43.9% 49.1% 46.9%

86928 9245.7 8750.2

872D6 93180 9991.8

NLIF NMF 3 7'6

NMF

NMF

NMF

NMF

4.6%%u

46%
NMF NMF

BUSINESS: American Waler Works Company, Inc. is Ihe largest
inveslnruxmed water and wastewater utility in the U.S., piuviding
KBMCCK lo over 15 misicn peuple In over 30 slates snd Canada. Its
nuniegulated business assists muniopalilws and milaaiy bases
with the maintenance snd upkeep as well. Regulated upeietinns
made up over 89% of 2010 revenues. New Jersey is its biggest

American Water Works closed out a
healthy 2010 cantpaign in solid, albeit
not as strong as we predicted, fashion.
The country's biggest water utility posted
share earnings of $ 0.23, (0% better than
the year before. but half of what we werc
anticipating. Revenues advanced a slower-
than-expected l)96, to roughly $ 665 mil-
lion, benefiting from new rate awards and
greater military demand.
We look for growth to continue slow-
ing this year. The high end of manage-
meni's earnings guidance ($ ).65 to $ ).75 a
share) appears a little too bullish in our
opinion, given the tough comparisons and
the cont.inuously rising costs of doing busi-
ness in this space. Indeed, infrasiruciurc
expenses are likely to remain on an up-
swing, as many systems are decaying and
in need of significant, if not complete,
overhauls. American is not exactly (lush
tvith cash though and will need to look to
outside linanciers to foot the bill. The in-
creased debt load and/or higher share
count. will dilute share-net gains.
We have introduced our 2012 es-
tlmal.es with similar trends in mind.
True, American continues to make inroads

2440 7 27 10.7

2D99 267.8

37 9% 40.4%

12 5% 10.09

56.9% 56 8%

43.1% 43 2%

9289 0 9561.3

10524 H059
3 8'/ 4 4'/
5 2'/ 6.5'4

52% 65%
1.8'/ 2 8'4

659 56%

2875

300

39.0%

10.0%

55.5%

415%
9850

11450

4.5N

7.0%

7.0%

3825 Revenues ($ mig)

338 Net Prefit $mgl

816% Income Tax Rate
10.8% AFUDC'4 to Net Prnfit

55.SN Long Term Debt Ratio

43.5N CnmmenE ui Retie
10100 Total Capital (5mgl)
IIBM NetPlant($mig)
5.0% RetumunTutalCB 'I

7.5% Return on Shr. Equity
75% RetumnnCumE ui

15% RetainedleCumEB
Oy%%d ASDiv'dslugetPrni

3500

410

38.0%

15.0%

M.5N

43.5%

10500

13159

55N
9.0%

9.0%

4.5N

52%%d

market eccuun5ng for over 19% of revenues. Has ruughly 7,000
employees. Depiecialiun rate, 25% in '10. BlackRock, tnc., owns
6.9% of Ihe common stock outstanding. 06, & dir. Vwn less than
lh President & CEQ; JeHrey Stsiba. Chairman, George Macken.
zie. Address: 1025 Laurel Qsk Road, Vuoihees, NJ 00043 Tele-
phone: 056-34641200. Internet www.emwater corn.

with military bases, and these non-
regulated ventures should remain profita-
ble, but the company remains for all in-
tems and purpilses, a heavily regulated
business. Although regulatory commis-
sions have been far more-business friendly
of late, there is no way of getling around
Lhe need Lo maintain the nation's waler-
ways and pipe)ines. These infrastructure
costs, and the associated financing ex-
penses, ought to keep share-earnings
groxvth in single-digit territory next year
and thereat'ter out to mid-decade.
These shares are ranked 3 (Highest)
for Timeliness, thanks to recent
share-price momentum. They have been
on a steady climb upward since last sum-
mer, and are up nearly 30%i in all.
This issue looks to be undervalued ac-
cording to our projections. Despite the
financial constraints we envision, price ap-
preciation potential out to mid-decade is
on par with ihe Va/ue Line average. Trac-
tion in nonregulated areas ought Lo help
pick up some of thc slack. Meanwhile, the
dividend adds Lo the issue's 3- to 5-year
total-return appeal.
Andre d. Cos/enza Apri/ 22, 207/

(A) Diluted eeiiiings. Exdvdes noniecumng earnings may nut sum due ln munCing. (Ci In migiuns.
gains Dusses) '00. ($4,62H 'im, ($2.63) Dis- (8) Dnndends lo be paid In February, May, Au. (D) Indudes intangibles. In 2010: $ 1.251 bil.
cunhnued opeialmns: '06. (40), gust, and November. ~ Oiv. reinvestment avail- lion, $ 7.15lshaie.
Next earnings repuri due early May. Quarterly able

Ieo. viue Lnc puhlcmcc Ltc xs nclix iecewcd Fcuuel maenclh chiancd I em xc c x Bue vdle he iclctle cnd s picvded thou mes of emknd
TJCE pUBLisHER Is uot REspoNslBLE FOR Any ERRQRs 0R oulssleus HEREIN Ihh c Bkci s \coty Ic mhsumrs cnn, ncncccmuc el, wcmcl use. Bc pari
cl c nuybe iepiclwm ieidd cicied e K nmcul wc y peel elscuvnc or ether form ci wed Iw gc Birn or neumg any 7 ucl u cnunnc pcclcclK, se Kc i pndvcc

Cumpeny's Financial Strength 8
Stock's Price 6tabglty 85
Price Gruwlh Pemislence NMF
Earnings PredictabuNy 10
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TECHNICAL 3 Remdugu
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2014.16 0 IONS
Ann'I Total

Price Gain Return
High 35 1+60%) 15%
Lcw 25 (+15%) 3%
insider Decisions
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Institutional Decisions
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High: 120
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148 150
94 96
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12 2

21 5
15.4
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Target Price Range
2014 2015 2016

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2001 2008 000 2010 2011 2012 e VALUE LINE PUB. LLC 14.16
184

47

.29

.22

.52

246
63.74

2.02

.56

.34

.24

186

50

30

23
.58

2.84

65 75 67.47

2 D9

.51

.40

.26

241

.72

42

.27

246
.76

.47

28

.62

321
1.15

3.853.42

72.20 106.80 111.82

2.70

85

51

30

I IN

415
113 97

2.85

.94

.54

32

120
436

113 19

348
1.09

.64

37

297
.96

.57

35

132

534
1.54

5.89

123 45 127.18

3.85

1.21

.71

.40

1.01

630
128 97

4.D3

1.26

.70

,44

2. 5

696
132.33

4.52

1.37

.11

.48

I 63

142
.73

.51

179
7.32

1.98

7.82

133.40 135.37

$,60

f.ll5

.95

526
1.7ll

98

.59

4.91

1.61

.77

.55

208
812

245
0.15

231
851

136 49 137.97 IM 90

$.90

1,95

1.05

.67

$55

9.f 0

139.90

6,60

2.35

f.35

.79

Revenues persh
"Cash Fhw" psr eh

Earnings per eh 4

Div'd Ded'd per sh B

Cap'I spending persh
Book Value per sh

2.80

IO.SO

Common Shs Quiet'g 142.90
1 .0

80

62%

15.6

98

4.9%

17.

103
3.9%

22 5

117
2.9%

212
1.21

3 0%

18

118
33%

23.

121

2.5%

236
129

2.5%

24.5

140
2.5%,

5.1

133
239

31.8

169
1.89

SLT

I l)1

15%

320 4

1.70 1.50

2.1% 28'5

.1

154
3.1%

21.1 rmw Be

\36 Hr

3.19

Avg Ann I P E Ratio

Relative PIE Ratio

Avg Ann'I Drv'd Yield

21,0

t%%dp

25%

CURRENT POSITION
(SMILL)

Cash Assets
Receivables
inventory (AvgCsl)
Other
Current Assets
Accts Payable
Oeblbue
Other
Current Liab
Fix Chg. Cov.

2008 2009 12I31/16

14 9 21.9
84 5 787
gB g5

11 8 11 5
121 0 121 6
500 579
87 9 87 0
553 561

193 2 201.0
3291I 346%

59
85.9
92

44 4
145.4
453
28.5

149 9
223 7
290 /

ANNUAL RATES
d rh sngs (psr eh)
Revenues
"Cash Flow"
Earnings
Dividertds
Book Value

Past
19 Yrs.

6.0%
85%
6 5%,
7 5'4
90%

Past Esl'd '08 '10
5 Yrs. Io'14J16
75% 6514
80% 80%
4.5'4 10.0%
80% S0%
70'/ 50%

QUARTERLY REVEHUES (5 mill.)

endor Mar.31 Jun.30 Sep.36 Dec,31

2008 139.3 151.0 177.1 159.6
2009 154.5 167.3 180 8 167.9
2010 160.5 178.4 207.8 179.3
2011 f80 185 215 195
2012 195 200 230 200

Cal. EARN)NGSPERSHAREa

ender Mar31 Jun.30 Sep.30 Dec.31

Full
Year

627.D
670 5

726 0
775
825

Full
Year

2008
2009
2010
2611
2012

.11 .17 26 .19

.14 .19 .25 20

.16 .22 32 20

.16 .22 .34 .23

.16 .24 .36 .27

.73

.77
90
.95

1.05

Cal. QUARTERLY DIYIDEHDS PAID o ~

endor Mar31 Jun3D Se 30 Dec 31
Full
Year

2007
2008
2009
2016
2011

.115 .115 .125 .125

.125 .125 .125 .135

.135 .135 .135 .145
.145 .145 .145 .155
.155

48
.51
.55
.59

CAPITAL 5TRU CTU R E as of 12I3014
Tatal Debt $ 1560.4 mill. Due In 5 Yrs $316 mill
LT Debt $ 1531.9 mill. LT Interest $70 6 mill
(LT interest earned: 4.5x; total interest coverage'.5x)

(57% oi Cap'I)

Pension Assets.1 2II 0 $ 159.2 mill.

Obllg. $ 234.9 mill
Pid Stock None
Common Stock 137,968,168 shares
as of 2ll1/11
MARKET CAPr 33.0 billion (Mid Cap)

307.3

56.5

39.39

52.2%

41.7%

990 4

1365.1

322 0

62.7
38.5'5

54.2%

r5.6%

1076 2

1490 8

3612
67.3

4420
800

39.3'H 39.4%

51.4'/ 50.0%
48.6'/ 50.0V

1355.7 1497.3

1824.3 2069.8

496.8

912

52.0%

48.0%

I(00 4

22500

5335
920

39 6%

51.6%

46 4%

1904.4

2506 0

602.5 627.0

95.0 97.9

38 9'/ 39.7%

554% 511%

44.6% 45 9%

2191.4 2306.6

2792 8 2997.4

T.BH

12.3%

12 4%

7.6%

12.79

12 7'Y

6.4% 6.7%
10.2'4 10.7%

102% 107%%u

6.99

11.29

11 2'4

6.4%

10 0%

10 M%%d

5.9%

9.7Y

9.7%

5 I'/.
93%
9.3%

5.15
599

525
59%

4.2%

59%

46%
57%

4.9%

56%

3.7'/

63%

3.25

6)%%u

28%
70%

BUsfNEss; Aqua America, loc is Ihe holcrng company for water
and wastewater ublrbes Ihet serve approximately three millrrm resi-
dents rn Pennsylvama, Ohio, North Carolina, lllrnors, Texas, New
Jersey, Flonda, Indiana, and five other states. Dwesled three of
four non-water businesses in '91; telemarketmg group rn '93; and
others. Acquired AquaSource, 7/03; Consumers Water, 4I99; and

Aqua America is slated to improve
steadily in 2088. Earnings growth is like-
iy io be driven by purchases, as well as fu-
ture 1'avorab)e raLo rulings.
Acquisitions remain the backbone of

rowth. With its strong balance sheet,
qua America is poised to continue grokvth

via purchases ibis year. Though no con-
crete details are known at ihis time, we do
aniicipate seeing a string of t.ransactions,
sirni)ar to the previous year.
Rate rulings should provide an addi-
tionaf boost to the bottom line. The
company has implemented a rate recovery
program, with most of its rate cases likely
to receive favorable rulings. It already has
several major cases on the horizrnt, though
there have not. boen any filings, States
that the company plans to file in include
Pennsylvania, New Jersey, Ohio, Illinois,
and Texas. In the best-case scenario, the
increase in revenues should boost the bot-
tom lines from 20)2 onward.
The Marceiius Sikaie project provides
nkany growth opportunitios. The com-
pany has already implemented a new pro-
gram of "water stations" to fill the trucks
thai service i.he dri)iers in Merce))us

670 5

104.4

726 I

124 0

r/5
138

82$

14$

Revenues (5mill)

Net Profit imil
975

IOO

39.4'4 392% 40.04
29% 31% 2,5%

B4.6% 56.6% 56.04
44 4% 43.4% 44.tp%%d

2495 5 21062
3227.3 3469.3

2790

3640

5 6% 5.9'4 6.0%

9 4% 10 6%%u I ION

9.4% 106% 11.0%

40.0%

2.5%

56.0N

44.0N

2680

381 5

5.5%

11.5%

11.5%

Insome Tmr Rate
AFUOC V lo Net Profit

Long Term OeblRatio
Common E ui Ratio

Total Capital (5 rriill)

He! Plant Imii

Return on Total Cap'I

Return on Shr. Equity

Return on Com Equi

01.0%

1.5%%d

SI.ON

46.0N
3210

4335

7.5y
13JP%%d

13.0%

2.7%

72%

3.7'4

65%

4.0% Retained le Com Eq
All Dlv'ds lo Het Prof

$.5%

59%

others. Water supply revenues '10: residenual, 59.4'/; commeroal,
14 5%; rndustnal S other, 26.0th Officers and drredors own 2.0%
of the common stock (4/11 Proxy). Chairman 8 Chrel Executive Of-

frcer: Nicholas DeBeneCrctrs Incorporated: Pennsylvania Address
762 West Lancaster Avenue, Bryn Mawr, Pennsylvania 19010 Tel-
ephone: 610-525-1400. Internet www aquaamenca corn.

Shale. As ihe drilling requires significant
water use, we expect. drilling-related water
consumption to increase in the future,
adding to ihe revenue stream. Further-
more as the Merce))us Shale is set to pro-
vide impetus io many states that the com-
pany serves, we anticipate organic growth
to increase over the next few years.
Long-term prospects look bright for
Aqua America. It looks ever likely thai
the company will benefit both from
acquisition-driven growth and organic
growth. Finally, Aqua America's diver-
sification into other sectors continues. It is
looking at three to four more solar opera-
tions this year, and is quite likely to ramp
up production I'rom 20)2 onward, as these
projects are turning out Io be quite pro('ita-
ble in the near and long term. The compa-
ny is also cutting dokvn on costs, which
should aid in boosting the bottom line over
ihe next few years.
Income investors should find this is-
sue of interest. This equiiy's dividend
yield is well above the industry average.
Furthermore, the company has a history of
steady dividend increases.
Sahana Zutsh/ Apri/ 22, 2/2/i

(A) Diluted egs Excl. nonrec, gains Gasses) ings report due mik-May. (0) In millions, adiustsd for stock splits
'99, (lick '00, 24: '01, 24; '02, 5lt; '03, 44. (8) Dnedends hrstoncally pard rn early March,
Exd. gain from Cree operations: '96, 24. Earn. June, Sept. 6 Dec. ~ Dw'd. remveslment plan
ings may nol add due lo rounding Next earn- available (5'/ Crscount).

kou, lrstcs Hne putekhwr LLc xe err\ ress ed Fsakkl mrtenal rs omened from sources bktwed to be rslkbh awl h p dcd mmw s awes of my krw
THE pUBLlsHER rs Nol REspoNslBLE FoR xnk SRROF!3 0R QMlsstoNs HEREIN Ths molcmo u sk cay Iw new herse n ncn mmnercnl. memklwc. Ho pen
uk my te npnexm rskru. Rnm «kamcwcd n au Fern. Hmom w ulur ram o mall» guwmg «maeml aw p rwl c dkannc pxdcawc
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Financial Strength

Price Stability 100

Price Growth Persistence 45

Earnings Prsdictsbgily 90

o VALSE Usr. Fuausnmc Lcc aooa 2003 2004 2005 2006 2007 2008 2009 2010

325
VOL

Shhh)

2011I2012

SALES PER SH

"CASH FLOW" PER SH

EARNINGS PER SH

DIV'DS DECL'0 PER SH
CAP'L SPENDING PER SH

BOOK VALUE PER SH

COMMON SHS OUTST'G (MILL)

AVG ANN'L PIE RATIO

RELATIVE PIE RATIO

AVG ANN'L DMD YIELD

SALES (SMILE)

OPERATING MARGIN

DEPRECIATION ($ MILL)

NET PROFIT (SMILL)

INCOME TAX RATE

NET PROFIT MARGIN

WORKING CAP'L (SMILL)

LONG-TERM DEBT iSMILL)

SHR. EQUITY (SMILL)

RETURN ON TOTAL CAP'L

RETURN ON SHR. EQUITY

RETAINED TO COM EQ

ALL DIV'DS TO NET PROF

5.97
1.27

76
.52

3.18
8.84
5.79

17.3
.94

3.9%%u

34 6
99 6%

3.2
42

40A%
12,0%

2.4
64.0
51.3
5 6%
S.IY
2.8%

65%

6.20
1.28
.64

1.06
4.20
9 01

5 85
24.7

I 41

6 7%
363

3.6
3.9

37.9%
10.8%

d10.5
60.6
52.7

4.5%
7 4%
I 4%

81%

6.67
IA2
.72

1.11
4 82
926
593

25.4
I 34
6 I'k

39 6

4.0
4.4

39 6%
11.1%
d8.7
82.4
54.9

5.1%
8.0%
2.1%

74%

7 52
1.56

.84
1.16
3 35
9.60
6.D2

23. 5
1.24
5.9%

453
100.0%

44
5.0

39 9%
11.1%
d1.6
92.4
57.8
5.3'/
8.7/
2.7'k

69/

7.77
1.75
.97
.61

5 08
10.15
6.09

20 3
1.10
3 I'/

47.3
45.6%

4.6
6.1

39.0%
12 8%
&IS 8
92 I

61 8
5.0'k
9 8'/
3 8'/

61%

7 20
1. 57

.90
66

3 66
11.66
7.30

21.5
1.14
3 4%

52.5
45.6%

5.2
63

39.8%
11.9'/
2.5

91.8
85.1
5 3'k
TA%
2.1%

71%

7.59
I 65
.86
.71

6.09
11.66
7.40

20 I

I 21

4 1%
562
45.1%
58
6.4

40.8%
11.4'/

EI20.9

107 6
87 8
4.7%
7.3%
I 4%

81'/

811
1.84
.97
72

2.32
12.15

7. 51

16.4
1.09
4.5%

60.9
46 9%

6.6
7.3

40.1%
11.9%

023.3
106.0
91.2

5.2%
8 0%
2.1%

74%

8.48
1.92
I 00
.75

2 57
12.44

7.65
182
117
4 1%

64 9
46.5'k

7.0
76

40.0 k
11.7%

d27.9
105.1
95.1

56%
S.OY.
2.0%

75%

1.07 /1.15

18.1/16. 9

Bold ggvhw
sm cpu* * r

fngs
estimates
d sfwp fhe

htc tp I

P/E rsffps.

*N w lyfff ch hgmp fsm srf. r fsrf p days: 0 p d dp, rb srps r sy gr g mk 3 en p y r. Bs hf vprp 3 emfyus' fh f cB hf Npp 3 rhrfyrfs'ffrhefrs

ANNUAL RATES

cl change fper share) 5 Yrs.
Sales 35%
"Cash Flcv/'%%
Eammgs 50%
Dividends -8 0'k
Book Value 5 5'4

1 Yr.
4.5%
4.0%
30%
4 5'k
2 5%

ASSETS ($ m6 I.)

Cash Assets
Receivables
Inventory
Other

Current Assets

2008 2009
2.9 .5
7.8 9.0
1.1 1.2
1.7 2.5

13.5 13.2

12I3HIB

.2
5.1
1.2
7.5

14.0

QUARTERLY SALES ($silg.) Full
10 2Q 30 4Q Year

Pmperly, Plant
6 Equip. Bt cost

Accum Depocisticn
Nel Pmperly
Other

Total Assets

Fiscal
Year

12/31/08 123 13.9 15.7 143 562
12/3INB 13 9 154 16.1 15 5 609
12f3ulo 150 160 15.0 15.9 64.9
12/3011

386.5 403.0 414.6
58 6 64.9 69.2

327.7 338.1 345 4
7 5 7.6 12.1

346 7 358 9 371 5

Fiscal
Year

12I31/07
12I31/08

12I31/09
12I31/I 0
12I31/I I

Cel.
sudsf

2008
2009
2010
2011

LIABILITIES ($mul.)
Acus Payable
Debt Due
Other

Current Lish

EARNINGS PER SHARE Full
10 2Q 3Q 4Q Year

4.6 3.7 3 4
226 277 306

7 2 5.1 7.9

34 4 36 5 41.9
.18 .19 .37 .14 9D

.13 21 .35 .17 .86

.22 27 .28 .20 .97

.22 24 .38 .16 1.00

.21 .25 .37 LONG-TERM DEBT AND EQUITY
as of 12I3010

QUARTERLY DMDENDS PAID Full
IQ 20 30 40 Year

.172 .178 .175 .176 .71

.178 .178 .175 .187 72
IST .160 .185 .189 .75

.197

Tclsl Dbbt $1357 mft. Dus ln 5 Yrs. $ 35.3 mill.
LT Debt $ 105.1 mill
Including Cap. Leases None

(52%%u of Csp'I)
Leases, Uhcapitslized Annual rentals $ 1 mill

INDUSTRY: WB)gr Utility

BUSINESS: Artesian Resources Corporation, through its
subsidiaries, provides tvaier, wastewater nnd other services
on the De(marva Peninsula. The company distributes and
sells water, including water for public and private fire
protection, to residential, commercial, industrial, municipal
and utility customers throughout thc states of Delaware,
Maryland and Pennsylvania. It also provides wastetvatcr
services to customers in Delaware and has entered into
purchase agreements to provide wastewater services in Ihe
State of Mmy)and. In addition, Atqesian provides contract
v:ster and wasiewater operations, water and sewer Service
Line Protection Plans, wastewater management selvices,
and design, construction and engineering services. Artesian
Resources is the parent holding company of Artesian Water
Company, inc., Artesian Water Pennsylvania, Inc., Artesmn
Water Maryland, lnc., Artesian Wastewater Managmncnt,
lnc., Artesian LVastewater Maryland, Inc. and three other
entities. Has 238 employees. Chairman, C.E.O. Sk President:
Dian C. Taylor. Address: 664 Churchmans Rd., Newark, DE
l9702. Tclc 302 453-6900. Internet:
http: //www.artesiamvater.corn. )VT.

April 22, 20)/

lo Suy
tc Sell
Hid s(000)

INSTITUTIONAL DECISIONS

20'\0 3Q'10 40'10
26 17 23
15 20 21

2151 2148 2190

Penslos UsbEity$ 5mill in'tevs $ 7 not.ia'09

Pld Stock None Pfd Ohr'd Paid None

Common Stock 7,649,435 shares
(48% of Cap'9

3 Mos. 6 Mos. I Yr. 3 Yrs. 5 Yrs.

3.86'k 4.22k 14864 1974'k 6.44'k

TOTAL SHAREHOLDER RETURN
IN ld Mr plus apprscufmn as of 3/st/2dll

Teu value Ihe nofmcs LLc sl Hffrs refrhut rfuvsl mrlmrl d obuhed fh Nhhss brlfrfd ls ts rslhblr shd ls pro dsd mlh»s s rrhbbs N f y hhl
THE PUBLISHER IS Nor RESPONSIBLE /OR ANY ERRORS OR OMISSIONS HEREIN Ths pvblcsbm Nmmlyla svbmorr'so .~, lrrfmsl \r Nvprs
d I ffrrr bs frphocfu frffm, Nrfhl br hfrhmbd ssf p ms flml c u Olrh Mm N vfhf fu smurhu N hdrs g mf phud u skhhrc p umbm r s N pvdrrl



Median. )2

466
27 7

31 4
23 7

TIMEUNESS 4 Leneml3001

SAFETY 3 l chemi 7I27I87

TECHNICAL 3 trnnunnme
BETA 70 O,TO Mieeil

High: 31 4
Low: 21 5

28 6 26.9
229 205

42 I
31 2

37 9
261

45.4
34.2

45.8
32.8

LEGEHOS— 1.31» Dmlehlv n Th
ended bv iniereil Rale
Rdve e Pnm Si emei

Trei I spin linn
fii Yei

Incor efere mrxefe rhmxmn2014.16 PRO ECTIDNS
Ann'I Tele l

Price Gain Return
High 55 (+50%) 14N
Low 40 (10%) 6'/
Insider Decisions

MJJABOHOJ
I Ihy 0 0 0 I 0 0 0 0 0
Opew 0 0 0 0 2 0 I 0 0
hell 100000100
instNutlnnal Decisions

smlii xlale loaie
I BW 43 53 62
K Sill 72 53 48
Hie ee B640 9706 10125

Peroe I 9
eheiee 6
I ded 3
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BD 3.4 g

46 3
33 5

397
338

38 3
34 6

Target
2014

P dice
2015

Range
2016

128

96
IN
64

48
40
32

24

16

12
% TOT. RETURN 3NI

Tnie

VTARiTit'TocK iuax
1yr 21 23A
3w. 72 490
Ew me 4B9

RELATIVE

q g2
D)V'D

D/

283
1222

2.17

H 72

'l2 54 12.62

1995 1996
13.17 14AB

2.07 2.50

1.17 1.51

I 02 I.D4

1546
292
1.83

166

14 76

2M
I AS

I.D7

2 61

13.06

2.74

13.38

12.62 12 62

1997 1998 1999
15.M

2.75

153
1.09

344
13 43

12.94

2000
16.16

252
131

1.10

245
12.gg

15.15

2001
16.26

220
.91

1.12

409
12.95

15.16

17 18

283
1.46

113

15 37

251
121
112

17.33

265
125
1.12

4 9

14 44

3.73

15.66

582
13.12

15.18 16 93 16.37

2002 2003 2004 2005
ITA4

3.03

1.47

114
4.DI

15.79

18 39

2006
16.20

2.71

134
1.15

428
18 15

20 66

21.64

3.87

1.95

118

19 M
372
190
117

17.76

312
150
1.16

482
19 44

3.68

18 50

5.33

2026
20.67 20 72 20 77

2007 2 8 009
22.10

3.86

I 81

1.19

21.75 21.W
4.W 3.W

2 M 2.15

1.23 1.27

Revenues perch
"Cash Flow" per eh

Earnings per eh "
Oiv'd Decl'd per eh B

5 95 5.55

26.91 26.85

5.20 Cep'ISpendingpereh
22.80 BookValuepereho

26.83 23.60 25.60 CommonSheOnlsl'g

2010 2011 2012 c'VALUE LINE PUB.LLC 14-16

23.15

485
2.35

1.38

5.55

23.70

27.00
137

.92

64%

119

.75

5.8%

12.6

.73

4.6%

17.8

.93

4.2%

178

1.01

4.0%

196
1.27

43%

27.1

1.39

44%

19 8 2.1 26.1

1.08 1.26 1.66

4,5% 4 2% 3.9%

24.9

133

3.( %

29 2

158
2.9%

6.1 I .8

1 39 1.19

309 3.15

197
1.31

3.19

26. n Idiie vg Ann'IE Ratio

1.36 mim Lhe Relative PIE Reho
3 2%

'* 'vg Ann'I Div'd Yield

29.8

1.35

2.9%

CAPITAL STRUCTURE ee ol 12I3UIO
Tolel Debt $ 505.3 mill. Dne In 5 Yre $43.9 mig.
LTDebt$4792mgl, LTlnlereet$279mig

(LT interact earned. 3.4x; total int cove 3.2x)

Pension Assets.12/10 $139.0 mill.
Obgg. $ 269 9 mill.

Pid Sleek None

246 8

144
39.4%

50.3%

48.8%

4D2.7

624 3

263 2

19.1

277 I

19.4

315 ii

260
39.7% 39.9%, 39.6%

10 3% 3.2%

55 3% 50 2'4 48.6%

44 0% 49.1% 50 8%

453.1 498A 5659
6976 7595 8003

320 7

27 2

d2.4%

33%
48.39

51.1%

568.1

862.7

334.7

25.6

37 4%,

10 6'4

43.5%

55 9%

670.1

941.5

367.1

312
4103

388
449.4

406
399% 373% 403%

8.3% 8.6% 7 6%

42.9'4 416% 47.1%

56.69 58.45 529%
674 9 690.4 794 9

161D 2 H12,4 1198.1

46D 4

37.7

5W

47.5

525 Revenues($mgl)E

52.0 HetProiit Smig

914 7

1294 3

975

1379

1878 Total Capital ()mi0)

1356 Net Plant $ mig

39 5'H 38.PA 39.0/ Income Tex Mete

42% 10%% lgd%%d AFUDC'/,IBNetPrnfil
52A% 5P.BY 473M Long.Term DebtRetio
47.6% 58.p%%d 53.8% Common E ni Ratio

656

W.d

39.6%%d

IB.ON

41.6Y

51.0%

1258

1625

Common Stock 26,833,303 ehe.
as of 2I24ll1

MARKET CAP: $750 mgsnn (Smes Cep)

CURRENT POSITION
($RILL )

Cash Assets
Other
Current Assets
Accte Payable
Debt Doe
Giber
Correnl Liab
Fix Chg Cnv.

2008 2069 1291116

139 99
65 9 82.3
79.8 92 2
45.1 43 7
42.8 25 0
35.3 41 7

123.2 110 4
398'/ 430'/

423
83 9

126 2
39 5
26.1
41.7

107 3
390%

ANNUAL RATES Past
el Thenge (per eh) NI Yrs
Revenues 3 0'/
"Cash Flow" 4.0%
Eerninge 30%
Dividends 1.0%
Book Value 4 5'/

Past Eel'd'OBJID
5 Yre. Io 'e.'I 6

4 5% 7.5%
6 5%
6 P/ 30%.
ID% 25%
5 5'/ 2.5%

Cal.
ender

QUARTERLY REVE HUES (5 mill P
Mer.31 Jon.30 Sep.30 Dec.31

Full
Year

410.3
449.4
460.4
500
525

Full
Year

2DSS

2D89

20(0
2011
2D12

Cel.
ender

2007
2008
2609
2010
20M

.01 .48 I.D6 .35

.12 .58 .94 .31

.ID .50 .98 .23
.11 .55 1.05 .29
.12 .60 1.11 .32

QUARTERLY DNIDEHDS PAID a ~

Mer31 Jnn30 Se 30 Dec31
290 .290 290 .290
293 .293 .293 .293
.295 .295 295 295
.2975 .2975 .2975 .2975
.3075

19D
1.95
181
2.00
2. 15

Full
Year

1.16
1.17
1.18
1.19

2068 72.9 105 6 131 7 100.1
2099 86.6 116.7 t39 2 106.9
2010 90.3 118 3 146 3 165.5
2011 95.0 130 160 115
2012 IW 135 170 120

Cal EARHIHGSPERSHAREA

ender Mer31 Jnn30 Se,30 Der.31

5.3%

72%
72%
NAIF

119%

5.9'4

94%
9.5'4

I JP/
90%

5.6'4

7.6%

7.9%

.7%

919

6.1'/

89%
90%
21%
77%

6.3%

935
93%
21%

78%

52%

68%
6.8%

IJS
064

595
8.1%%u

8.19
1.8%%u

779

7.1%

9.9%

9.95
3.8'I

619

BUSINESS: Cal Hemic Water Serves Gionp provides regnleled end
nonreguleled water eervme lo roughly 470.200 customers in 83
oommnnitiee in Caliiomm, Washington, New Mexico, end Hawaii.
Main eervme areas Sen Franoiero Bay area. Sacramento Vagey,
Salinas Vayey, San Jneqoln Valley & perte of Loe Angelee. Ao
quired Rin Grande Corp; West Hawaii Ublhee (BIOS) Revenue

We look for Ca)if'ornia Wator Service
Group to bounce back nicely this
year. The water utility disappointed in
the fourth quarter of 20(0, reporting oorn-
ings of $0.23 a share, well bciow the year-
earlier mark and estimates. The top line
diPPed 196, as the net offect of WRAM and
the MCBA resulted in a decrease Gl'2.9
million in revenue. These usage oi'hese
methodologies added $ 5.2 million to the
books in lhe same period last year. But
lhero should not be any lagging effects
with the transition to a three year genera)
rate case cycle in California now in Lhe
rear view mirror. In fact, the regulatory
landscape ought to be compiomontary
after tho California Public Utilities Com-
mission recently approved CWT's rate case
authorizing the company to recognize an
additional $ 25 million in annuoiizod reve-
nues and another $ 8 million in funds to be
obtained ot Lhe conclusion of certain
projects. With that, we look for a )0%
share-nct advance in 20) I, despite the ris-
ing costs of doing businms (sen below).
Growth will likely taPer o(T in 2012
and thereafter, however. U.S, water in-
frastructurcs are extremely capital-

6.5%

965
969
3.8%

60%

5 59 6.5%

8 6%%u Td.p%%d

8.6'H 10.0/
3JS 4JPA

66% 5P/

65/ Return on Total Cap'I

6.8% Return on Shr. Equity
9.6%%d ReternonCnmE ni

35Y, ReteinedlnComEO
51Y AO Div'de to Net Proi

7.8%

18.8%

10.0/
4.0%

59%

breakdown, '10 rehdenlul, 72%; bnhneee, 20%; pnblc eothonhee,
4%; indoetnal, 4%. '10 reported depreciation reto 2.3%. Hee
roughly 1,127 employees. Chairman: Robert W. Foy. Preeidenl &

CEG. Peter C. Nelson (dnl Prnxyl. Incx Delaware Address: 1720
North Firsl Slieel, San Jose. Celiiomia 95112A598 Telephone:
408-367-82DO. Internet www oekvelergrrop corn.

intensive. Costs of maintenance are add-
ing up as many systems require significant
investment. C'VVT is reasonably cash-
strapped, though, and will probably have
to continue seeking outside financing.
Though necessary. such ventures come at
a price, and the initiatives v:ii) probably
cause earnings growth to begin slowing.
We do not recommend this issue to
most. The financing costs should weigh on
shareholder gains for the foreseeable fu-
ture. Airhough the steadily increasing div-
idend is a boon, ii is not enough to make
up for the lack of earnings power in our
opinion. There are better income vehicles
out there, especially in ihe Electric Utiii-
ties Industry. We also worry that the
dearth of'ash on hand could potontio)iy
affect the dividend payout if the operating
onvironment remains so capital intensive.
It should be noted that CWT announced a
2-for-I stock split and a stock offering that
looks to be contingenL upon approval of the
former action. If granted shareholder ap-
provai, both are slated to go through in
June. Our presentation does not account
for the spiil. at this time.
Andre J. Cosianzo April 22 2077

(A) Basic EPS Exol nonreonmng gain(leech (8) Dmdende hietcnceDy paid m early Feb., (C) Incl, deferred charges In '10 $22 mill.,
'00. (74); '01, 46, '02, 84. Next eennnge report Mey, Ang., and Nnv ~ Div'd relnveelment plan $011leh
dne April 28th. available. (D) In mglione, adiveted for split

(E) Excludes nnn-reg. rev.
Ion, value Une pnhkihhl Ltc Nl nilirx reierved Tenoel mate el K oblemd Irem Ten rm hei e ed in b rueble vnd e p evded wnhru mrreneex of e y hnd.

THE FUBLIEHERis Hol REspohsiaLE TGR ART ERRDRS GR QMIEEIGNE HEREIH Tins p lnoeion a Tauy e Kvbxoeerse ri nenoommen Tl, iemel eve. Ro peii
el i my te nphnxm nmusiimd w vemmu aiy pwu, eknnmi er esw knn. a mu™m gmmvm w nwiamg em plmwl ekw m p leirirm Ke Ke a pwhn.

Company'e Financial Slrength
Stock'e Price StebHNy
Price Growth Persistence
Eemlnge Predlctebfiity

BT
90
70
85

I i \' III I II'
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CONN TER SERVICES ""'5.04
7

""'2.1 F'E'.rg 4.21 tLD'.7%,WA
RANKS

NDQ-4:Tyys

31 09 30k I
20 35 24.00

28 17
21 91

29.76
23 63

27.71
20.29

25 61
22.40

28 95
19 26

26.44
17.31

PERFORMANCE 3

SAFETY 2 SA™~e

LEGENDS
12 Ixoe I lou Awi.. ~ ~ Rel Prtce 8 trtmgih

sexed wce names eceww
Technical

BETA .60 (100=M rtel)

27.90
2D 00

28 27 High
23.27 Low

45

30

22.5

13

Financial Strenglh

Price Stability 95

Price Growth Persistence 25

Ecmings Predictability 80

0 VALUE LIKE PUIII,ISIIIKG LLC

SALES PER SH
"CASH FLOVP PER SH

EARNINGS PER SH

Dil/DS DECL'D PER SH
CAP'L SPEHDING PER SH

BOOK VALUE PER SH

COMMON SHS OUTST'0 (MILL)

AVG ANN'L PIE RATIO

RELATIVE PIE RATIO

AVG ANN'L Dh/0 YIELD

SALES ($ MILL)

OPERATING MARGIN

DEPRECIATION ($ MILL)

NET PROFIT (SMILL

INCOME TAX RATE

NET PROFIT MARGIN

WORKING CAP'L ($ MILL)

LONG.TERM DEBT ($ MILLI

SHR. EQUITY ($ MILL

RETURN ON TOTAL CAP'L

RETURN ON SHR. EQUITY

RETAINED TO COM EQ

ALL Dil/08 To HET PROF

2002

5 T7

1.78
1.12

.81
1 98

10.06

24.3
1.33
3 0%

458
57.7'/

5.4
8.8

33.8%
19 2%
&15.1

64.8
80.7
7.4'/

10.9%
3.1%

72%

2003

591
1.89
I 15

83
1.49

10 46
797

235
I 34
3.0%

47.1
52.1%%u

5 g
92

17.9%
19.5%
d3.9
64 8
84.2

7 5'k
10 9%

3.2%
71'k

2004

6.04
1.91
1.16
.84

I 58
10.94
8.04

22.9
1.21
3.1'/

4t! 5
51 0'k
60
9,4

22.9%
19.4'4
d7

66.4
88 7

7.0%
10 6%

3 1%
71%

2005

5.81
I 62
.88
.85

1.96
11.52

8.17
28.6

1. 51

3 4%,

475
48 3'/

6.1
7.2

151k
130
77.4
g4 g
5.0'/
7.5%

.3%
95%

2006

5.68
1.52

81

.86
1.96

11 60
827

29 0

1.57
3 6%

46.9
43 7%

5 g
6.7

23 5k
14.3 k
1.2

77.3
96. 7

4 9%
6 9%

NMF
105%%u

2007

7 05
1.90
1.05

87
2.24

11 95
8.38

230
I 22
3.6%

59 0
40.8'/

7.2
6.8

32.4%
14.9%
8.1

92.3
100.9

5.5%
8.7%
I 6%

82%

2008

7.24
1.95
1.11

.88
2.44

12.23
8.46

22.2
1.34
3.6%

61.3
49 0%
71
94

27.2%%u

15.4%
d33
92.2

104 2
5.9%
9,0%
1.9%

79%

2009

693
1.93
1.19
.90

3.28
12 67
8.57

18.4
I 22
4.1%

59.4
35 8%
64

'Io 2
19 5%
17 2'/

d13.1
112 0

109.3
5.5%
9.3%
2.3 k

76%

2D10

7.65
2 04
1.13
.92

3.06
13.05
8.68

20.7
1.33
3.9%

66 4
40.7%

7.9
9.8

35.2%
14.8%

ll14.7
111.7
114 0

5.4%
8.6%
1.6%

81%

550

VOL
Ithwx )

2011/201 2

1 20,e/I 24c

20.8/20. 2

Bold dgums
ere co e s *

m Igs
extl f

ed lath
t lvlcss,

PIE tellce.

No.c/ertelxsfschertgmgee . Sl.mlcxlcdexxcw cdow,cortssrtsu creerecmmosgmmhccnprre. Besedupc 3 miyxls'esltmslescaesed p ssrtslrsts'sslmcles

ANNUAL RATES

of chertge (per share) 5 Yrs.
sales 40%
"Cash Flow" 2.0%
Eemirtgs I.SK
Dwtdends 1.5%
Book Value 3.0%

i vr.
10 5%
55%

.5.0%
2.0%
3.0%

ASSETS ($ mlll.)

Cash Assets
Receivables
Inventory(Avg cost)
Other

Current Assets

20S8 2S09 12i31fle
.7 5.4 1.0

12.0 6.5 ID.I
1.1 1.1 1.7
2.0 7 0 7.6

15 8 20 0 20.4

QUARTERLY SALES (Smiil.) Full
IQ 2Q 3Q 4Q Year

Properly, Plant
8 Equip, e! cost

Accum Depreoabort
Nel Propedy
Other

Thief Assets

Fiscal
Year 4161 448.2

115 8 123 0
3D2 3 325.2

54.3 70.1

372.4 415 3

4/I 6
127.4
344.2

6D6

4252

12f31/08 13.6 16 0 17 0 14.7 61.3
12i31/09 13.4 15.2 16 6 14.2 59.4
12i31/10 13.8 15 9 21 0 15.7 66.4
12i31/11

LIABILITIES (Smiil )
Acus Payable
Debt Due
Other

Currchl Liab

EARNINGS PER SHARE Full
IQ 2Q 3Q 4Q Year

Fiscal
Year

5.7 6.5 6 6
12 I 25.0 26 3

1.3 1.6 2 2

19.1 33.1 35 I

18 .22 .46 .19 1.05
.20 .35 34 .22 1.11
.13 27 67 .12 1.19
.12 2T 54 .20 113
.16 .3T .55

12I3 I I07
12I31f08
12/31/09
12/31/10

12T31fl I LONG.TERM DEBT AND EQUITY
as ol 12I31il 0

QUARTERLY DMDEHDS PAID Fu0
IQ 2Q 30 4Q Year

Cei.
ender

218 .215 .222 .222 .88
222 222 228 .228 90
.228 228 233 .233 .92
.233

2008
2009
2010
2DII

INSTITUTIONAL DECISIONS

20'10 3Q'I 6 4Q'10
30 21 27
23 21 19

2790 2747 2764

to Boy
to Sell
Hkl'e(000)

Pension Uebility $ 16 7 roill in '10 vs $ 14 9 mill ill 'iN

Pfd Stock $ 8 mill. Pfd Div'd Paid Nl

Common Stock 8,676,849 shares
(51% of Ccp'I)

Tolel Debt $1380 mtt. Due in 5 Yre. $263 mill.
LT Debt $111.7 rntll

Including Cap. Leases None
(49'k of Cep'I)

Leases, Uncepitalixed Annual renlele $ 3 mill.

INDUSTRY: Water Uglity

3 Mos. 6 Moe. 1 Yr. 3 Yrs. 5 Yre.

-4.61% 1206% 17.78% 25.16% 21 46%

BUSINESS: Connecticut VVater Service, Inc. primarily
operates as a Tvatcr utility provider. The company operates
through three segments: Water Activities, Real Estate Tmns-
actions,;md Services and Rentals. The Water Activities
segment supplies public drinkmg water to its customers. Its
Real Estate Transactions segment involves in the sale of its
limited excess real estate holdings. The Services and Rent-
als segment provides contracted services to water and
wastewater utilities and other clients, as well as leases
certain properties to third parties. This segment's services
include contract operations of water and wastewater facili-
ties; Lincbackcr, its service line protection plan for public
drinking water customers; and provision of bulk deliveries
of emergency drinking water to businesses and residences
via tanker truck. As o('ecember 3(, 2010, Connecticut
Water Service provided water to approximately 90,000
customers in 55 towns throughout Connecticut. Has 225
emp(oyces. Chairman, C.E.O. & President: Eric W. Thom-
burg. Incr CT. Address: 93 TVest Main Street, Clinton, CT
06413. Talc (860) 669-8636. Intemct:
hup://www.cbvater.corn. IP.T.

April 22, 20/I

TOTAL SHAREHOLDER RETURN
Di d d pluseppwwslmrt sc/SOT//OTT

2011 value Lrtc pummel Itc hl rtehtx rcxervec Fsoucl mctmcl ix obleeed f om murcex bclweo lo ue rdoble cwl is prmxled whew x x eex d ertx kmd
THE pusUsHER Is Nor aEspousleLE F0R ANY ERR0Rs QR QMlssloNs HEREIN Thx pucicxlmo o aridly lot ehlrmbct'x o, wmwxmeruxl. meecl ule no part t t T

d e eel te tnmouxd texckl cowl ot ltcetmecc e u%%u pmml dwwmc w whw kmt w mxl fw mmmw c memx etv mewl w ekdm x pudmem mmm» pmwx
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MIDDLESEX WATER
RANKS

NDQ-MSER

20 04 21.23
13.73 15.77

21.8\
16 65

23 47
17 07

20 50
16 50

20.24
16.93

19 83
12 05

1791
11.64

PRICE 18,14 rV(Ergo 18.9 PERt~o 5.tj4 YLDB 4.tj%
19.31
14. 74

19.31 High
17.35 Lcw

PERFORNIANCE 3
Technical 3 4 Bcv

SAFETY 2 4 mu*

BETA .75 (1.00 = Market)

LEGENDS— 12 Mos Mcv Avg.... RBIPBBB Si hgth
3-fcw2 Bpls I/02
4-fcifO spl I I IN3
svfrhf Bm BBIB1is BBBBBB

18

13

Financial Slreagth BB+

price Stability 95

Price Growth Persistence 30

Earnings Predictability 90

0 VALUE LINE PUBLISHU 0 LLC 2002 2003 2004 2005 2006 2007 2008 2009 201D

1100

VOL
ghh B)

2011/2012

SALES PER SH

"CASH FLOM/'ER SH

EARNINGS PER SH
DIV'03 DECL'D PER SH
CAP'L SPENDING PER SH

BOOK VALUE PER SH

COMMON SHS OUTS TG iMtLL)

AVG ANN'L PIE RATIO

RELATNE P/E RATIO

AVG ANN'L DIV'D YIELD

SALES RMILL)

OPERATING MARGIN

DEPRECIATIOH [$ MILL)

HET PROFIT (SMILL)

INCOME TAX RATE

NET PROFIT MARGIN

WORKING CAP'L (SMILL)

LONG-TERM DEBT ($ MILL)

SHR. EQUITY ($ MILL)

RETURN ON TOTAL CAP'L

RETURN ON SHR. EQUITY

5.98
I 20

73
.63

1.59
7.39

10.36
23 5

I 28
3 7%

61.9
47.1'4

5.0
7.8

33.3%
12.5%
d93
87.5
80.6
60%
9.6%

6 12

I 15

.61

.65
I 87
7 60

10 48
30.0

1.71

3. 5%
64.1
44 D%

56
66

32.8'/
10.3%%u

d13.3
974
83 7

5.0'/
7.9'/

6.25
I 28

.73

.66
2 54
8 02

11.36
26 A

1.39
3.4%

71.0
44.4%

6.4
84

31 1%
11 9%

d11 8
1153
99.2
5.1'/
8.5%

6.44
1.33

.71
67

2.18
826

11.58
27.4

1.45
3.5'/

74.6
44.4'A
72
85

27 6%
11.4%
f14.5

128 2
103.6

5.0%
8.2%

6.16
1.33

82
.68

2 31

9.52
13 17
22 7

1.23
3 7%

81 I

47 4%
7.8

10.0
33 4'A

12.4%
2.8

1307
133 3

51K
7 5%

6 50
I 49

.87

.69
1.66

10 D5

13.25
21.6

1.15
3.7%

86.1
47.0'/

8.2
11 8
32.6'A
13.8%
d96

131 6
137.1

5.6'/
8.6%

6 79
1.53

89
70

2 12
10.03
13.40
198

1.19
4 0%

91 0
46.9%
85

12.2
33 2'/
13.4%

(140.9
118.2
141.2

5.6%
8 6%

6 75
1.40

72
.71

1.49
10.33
13.52
21 0

I 40
4. 7%

91.2
42.6%
92

100
34.1'/
10.9'/

f138 6
124 9
143 0

5.0%
7.0%

6 60
I 55

96
.72

1.90
11 13

15 57
17.8

1.14
4 2%

102.7
46.7'4
10.0
143
32.1'/
13 9%

d17 9

133 8
176 6

57/
81%

95 A,B/ 99 c

19.1/18.3

Bold f c
Bmcd *

Bsrh/hcs
Bsdmhfvs
d, I Cfhv

hip fess,
PYE f ffhs.

RETAINED TO COM EQ

ALL DIV'DS TO NET PROF
1.3%

87%
NMF

106%
.6% 13%

84%
1.8% 2 D%

79% 78%
.1%

98%
2 1'/

75%
ABB.Bf frsudvmvuvvm Bst hlsstsd ys.dwf c Bwh Bwmhrvv 5F Bi Bhmvos gm»fh 3 du pvrr Seed upon 2 BBBI/Bis'svm IBB cehivd upon 2 BBBI/sfs'simsivs.

ANNUAL RATES

cf chacgc (pdr shsiei 5 Yrs.
Sales 15%
"Cash Flow" 35%
Earnings 457
Dividends I 5%
Beck Valve 5.5%

I Yr.
-2 0%
10 0%
33 5%

I 5%
8.0'/.

ASSETS ($mal )

Cash Assets
Receivables
Inventory (Avg cost)
Other

Current Assets

2008 2099 12I3llio
3.3 4.3 2.5

14.3 10 6 16.7
1.5 1.6 2 2
1.5 5 5 1.4

20 6 22 0 22.8

Fiscal
Year

12/31IOS

12/31I09
'12I3UI 0

12I31/11

QUARTERLY SALES (Smia.) Full
IQ 2Q 3Q 40 Year

20.8 23 0 25 7 21 5 91.0
20.6 23 I 25 5 22.D 91.2
216 265 296 25D 1027

Property, Plant
& Equip, al ccsi

Accum Oepmoafich
Nst Properly
Other

Total Assets

436.8 453 6 490.6
70.5 77 I 84 7

366.3 376.5 405 9

53.1 59 6 60.5
4400 4581 4592

Fiscsl
Year

12/31/07
12I31 Ns
12/31ID9

12I31/10
12I3UI I

Cat
Bndar

2008
2009
2010
2011

LIABIUTIES (Smgl.)
Accts Payable
Dsbl Dve
Other

Cvihiht Lish

EARNINGS PER SHARE Full
IQ 2Q 30 40 Year

5.7 4.3 6 4
43.9 46 6 21.4
11.9 9.6 12.9

61 5 607 40.7
13 24 .31 .19 .57

.15 26 .35 .13 .89

.10 .21 .29 .12 .72

.11 31 .37 .17 .96

.11 .29 .34 LONG.TERM DEBT AND EQUITY
as cf 12I31/19

QUARTERLY DIVIDENDS PAID Full
IQ 2Q 3Q 40 Yhsr

.175 175 .175 .178 .70

.178 178 .I/8 .18 .71

.18 16 .18 .183 72
.163

INSTITUTIONAL DECISIONS

2Q'Ic 3m10 4Q'10
40 30 39
21 24 21

5706 5930 6031

lc Bvr
tc Sell
Hld's(0(0)

Penslcn Llsbglty $28 6 mill, in '10 vs. $25.7 mill, in '09

Pfd Stock S34 mcl, Pld Dlv'd Paid $ 2 mill.

(1% Bl Csp'I)

Ccmmho Stock 15,566,5m shares
56% Bfcd 'I

Total Debt $ 155.3 inill Duh In 5 Yis. $40 I mill.
LT Debt $133.8 mill.
Including Csp. Lsasss Ncns

(43% of Csp'I)
Lessee, UncspltsEBcd Annual rentals None

IKE

Y(pri/ 22, 20/I

TOTAL SHAREHOLDER RETURN
Dwkh!Bdspl Bhpmm/Bf /3/sf/diff

3 Mos. 6 Mos. 1 Yr. 3 Yrs. 5 Yrs.

0.10% 10.18% 11.08% 13.92% 16.41%

INDUSTRY: Water USI)ty

BUSINESS: Middlesex Water Company engages in the
ownership and operation of reguiatcd water utihty systems
in Ncw Jersey and De)atvare, and a regulated wastewater
utility in NJ. The company oA'ers contract operations
services and a service linc maintenance program through its
nonrcgulated subsidiary, Utility Service Affiliates, lnc. lis
water utility systent treats, stores, and distributes water for
residential, commercial, industrial, and fire prevention pur-
poses. )t also provides waier treatment and pumping ser-
vices to the Towns)up of'ast Brunswick, as well as water
and vvastewatcr services to residents in Southampton Town-
ship. Middicsex LVntcr's Delaware subsidiaries provide
water services to retaii customers in New Castle, Kent, and
Sussex counties. In February, Middlesex Water announced
the retirement of J. Richard Tompkins, who will nol seek
re-e(ection when his term expires in May 20)l. Has 285
empioyces. Chaionan: Dennis W. Doll. Address: )500
Ronson Rd, P.O. BOX l500, (so(in, NJ 08830. Tclx 732-
634-1500. )ntemet: lutp://www.middlcsexwater.curn.

ithi VBBB LBB P thshhs LLC AB schh ivrhvvd frdvsl mstsssl is Bbis BBI Iivm sources belvwu IB be ivlstfs Bkd ii pihwfsd mhsvi wf Bhi Bi d Bhv hhd
THE PUBLISHER IS NOT RESPOxsleLEIOR ANY ERRORS OR OMISSIONS HEREIN This n bksivn B aimlrfci suisckbsi'BBBB imcvmmsicsl, Bismsl Bss 94 psh i B i ',: l l I I I'f

I tviBPBIBiid isfvkl Bl BBI iol BBIBBB molmli lhull ghwim ik ihl Bkxv Ihkrtkvi
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SJW CORP, NYsE

TIMELINESS 4 lleslgslt

SAFETY 3 BBO4IIHH

TECHNICAL 3 HeoIOIHI

BETA 9O (I CO- Market)

2014.16 PROJECTIONS
Ann'I Total

Prhe Gain Return
High 40 I+75%I 17%
Low 25 (+10%) 6%

SJW

tegh. 203 I78 I51
Low: 158 116 27
LEGENDS

I so x orrrdenrs o sh
dwlwl bv Iusresl Rate
Betel e pASO strength

lorls. Ne
hsoed areas Hdcofo Hcossxns

453
21 2

35 I
20 0

43 0
27.7

27 8
10.1

196
14 6

15.0
126

RECENT o)SI g5
P(E NgF(7 Oing'i)75)

30 4
182

28 2
21 6

26 8
22.3

RELATIVE D(V'D 9
P)E)MRDNMF YLD 3.0/9

Target Price Range
2014 2015 2016

25
20

insider Decisions
SI JJASOHOJ

lse%%u loooooolo
Optm 0 0 0 0 0 0 O I 0
lesvll 0 0 0 0 0 0 0 I 0
Institutional Decisions

BHNS Soars ehllll
31 2e 54
S2 28 26

BB30 896B BS40

1997 19981995 1996

P I 21
sha es 14

dad 7

1999 2000 2001 2002 2003 2004 2005 2006 2007 008 2009 2010

% TOT. RETURN Sill
sure vr wrrrx

sr cert I M MS

-B4 234
.12 I 4O O

.2.7 45 9

I Ir
3 '/
5 yr

2011 2012 o VALUE LINE PUB. LLC

15

10

7.5

14-16

6.40

143

87

7.45

1.49

.77

43

6.74

123

.58

.41

558
126

76

39

579
1.27

.80

28

499
98

.59

.35

5.39

1.43

.9ti

37

189
7.9D

127

7D2

1.06

5.31

2.63

817
1.81

7.53

1.77

7.80

.96

558
18.2T 18 2718.2719.02 19 0119.50 19 02

33,1 185
2.15 95

2.1% 3.D%

15.5

88

3.0%%u

13.1

39%

112
.65

4.3%

8

.43

5.7%

99
.66

60%

136.1

140
CAPITAL STRUCTURE as ol 12I31IIO
TolalDebl$30DB mill. Dueln3yre$124 mril.

LT Debt $2957 mill. LT interest $ 15 9 mil.
(LTrnteresteamerl:27x totalinteresl
coverage: 2 6x) (54% oi Cap'I)

315%
4.4'A,

42 4'k

57.6%Leases, Uncapitallsed: Annual rentals $ 4 2 mill.

7.97

1.55

.78

.46

206
0.40

10.27

17.3

3.4%

145.7

14.2

40 4%

4 2%

41.7%

Ql 3%

020
1.75

.91

49

3. 41

9.11

18 27

154
88

3.5%

149.7

167
352%

1.6%

456%
54.4'A

9.14

189
.87

.51

986
2.21

1.12

53

231
10.11

283
10.72

1827 1827
197

105
245

19.6

1.04

30%

166 9

16.0

180.1

20.7

42.1% 41 6%

2.1% 1.6%

43.7% 42 6%

5639 57.4%

10 35

2.38

1.19

57

07

12 48

16.28

23.5

1.27

2.0%

189 2

222
40.8%

21%

41.89

58 2%

11.25

220
104

61

662
12.90

18.36
33.4

177
17"

206 6

19.3

39.4%

2.79

47.79
522'4

12 12

244
1.08

.65

179
13 99

18 18

2

1.58

2.3%%u

220 3

202
39.5%

2.3%

46 0%

54 0%

11.62

2.37

.84

68

1168
221

.Ill

t6
565

13.75

3.17

13 66

18.50 18.55

29.5

1.89
2.8'4

2 .7

1.91

2.0%

215 6

15.6

216.1

15.2

404%%u 39.7%
20'7 36'A,

49.4% 517%
50.6% 46.39

11.20 11.35

240 2.40

.90 LOO

.69,74

Revenues persh
"Cash Flow" per ah

Earnings per eh "
Div'd Ded'd per eh m

515
1&90

5.00 ap'I pending per ah
15.70 Book Value per eh

20.50 22.50 CommonShs0utsl'0
e ares Avg Ann'I PIE Ratio

v r u Relative PIE Ratio

Avg Ann'I Dtv'd Yield

250 Revenues ($milll

22.tt Net Profit Smill

230

t8.0
40.0% 40.DN Income Tax Rate

50% 50% AFUDCNloHetProfil

51.0% 50.IIY, Long.Term Debt Ratio

49.0% 50.0% Common E ul Ratio

12.M

160
1.30

.82

.80

17%0

25.00

25.0

1.65

15%%d

300

32.6

39.0N

5.0%

47.0%%d

510Y

Pension Assets.12IID $ 10 8 mill

Oblig. $58.8 mill.

Pid Stock None

Common Stock 18,577,012 she
as of 2IBIII
MARKET CAP. $425 million (Small CaP)

259.4

367.8
6.7'4

94%
9 4'A

41%
55%

263.5

390.8
6.9'4

9.3%

9.3%

3.8%

59%

306 0

420.5

69%
10 0%

tOOA

47%
53%

36%
HI%

5k%
47'5

328.3 341.2

456 8 404.8

6.5% 76%

8.7% ID 6%

8.7% 10.6'/

391.8

541.7
7.0'4

9.7%

97%

453.2

IH5.5

5 7'7

0.2'A

8.2%

3.5%%u

57%

470.9

684 2

5.89
80%
80%

499 6

718 5

4 4'4

60%%u

6.0'4

1.2%

80%

550. 7

7855
42%
61%
6.1%

1.2%

tl1%

625

850

4NN

6.0%

&ON

15%

74%

700 Total Capital (Smill)

MO NelPlanl(5milll
4.5% Return on Total Ca 'I

65Y, RelumonShr Equdy

6,5% ReturnonComEqui

2.8/ Retained to Com Eq

74% AIIDbr'dstoHetProf

9M
1175

6.0%

7.5%

7.5%

15N

CURRENT POSITION
(IMILL)

Cash Awe ts
Other
Current Assets
Accts Payable
Debt Due
Od er
Current Lish
Fix, Chg Cov.

20DB 2009 12I3NIO

34
28 6
32 0

5.8
19.1
184
43.3

293'/

14 17
26.6 36.3
28 0 38.0
66 55
6.9 5 I

185 106
32 D 202

352% 400%

ANNUAL RATES
of c lunge (psr sh)
Revenues
"Cash Flow"
Earnings
Dividends
Book Value

past
10 Ym.

6 5'/
6 0'k
20%
5 0%
6 0%

Peel Est'd'48JIO
5 Yrs. Io '14'16
55% 50%
3 5% 6.5%
.1.5'k 9.0%
5.5'A 4.0/
6 5'4 3.5%

Cal.
ender

2DDS

2009
2010
2011
2012

QUARTERLY REVENUES (5 mill.)

Mar.31 Jun. 30 Sep. 30 Dec. 31

41.3 600 69.5 49.5
40.0 58 2 69.3 48.6
40 4 54.1 70.3 50.8
43.0 58.'0 TS'.0 54.'0

47.0 63.0 81.0 59.0

Full
Year

220.3
2(6.1
215.6
230
250

Full
Year

2008
2009
201D
2011
2012

Cal.
ender

2007
2008
20D9
2010

.15 34 .44 15

.01 .23 43 .14

.05 .24 .44 .11

.05 .25 .4T .13

.07 .28 .50 .15

OUARTERLY DIVIDEHDS PAID e

Mar.31 Jun20 Se .30 Dec,31

.15 .15 .15 .15

.16 .16 .16 .16

.165 .165 165 .165

.17 .17 .17 .17

1.08
.81

1.00

Full
Year

60

.66
.68

Cal. EARNINGS PERSIMREA

endor Mar.31 Jun.30 Se .30 Dec.31

BUSINESS'SJW Corporaton engages in the proriuctioh, pur-

chase. storage, punficatm, drslnbvbon, end rebut sale ol water. II-

provides water servos to approximately 226,(00 connecbons that

servo a population of approximately one million people in the San

Jose area and 0,700 connecbons that serve appmximately 36,0(O

residents in a service area in Ihe region between San Antonio ard

We welcome newcomer SJW Corp to
The Vaiue Line Invesymenr Survey in
this issue. Although it dabbles in com-
mercial property, Lhe company, I'or all in-
tents and purposes. is a water utility,
engaging in the production, purchase,
storage, purification, distribution, and sale
of water. )t offers nonregulated services
via agreements with municipalities and
other uiilities, but the bulk of its business
is regulated. Operat.iona are centered
around San Jose, Calif'amia, where it pro-
vides more than 225,000 connections that
serve population of roughly one million
people. Services are not exclusive to the
Golden State, however, with snot.her 6,700
connections serving 36,000 residents in
the state of Texas.
The company's inaugural appearance
is forgettable. It posted earnings of $ 0.(l
in the fourth quarter of 20(0 (March-
period results are duc out nexi week), a
few pennies below the prior year's tally,
after stripping out gains we deem as non-
recurring in nature. Sales inchetl up mod-
estly in the quarter, but the costs of doing
business in this capiial-intensive industry
continued to take o toll.

Aushn, Texas. The company offers nonregulated water-related

services, rncludrng water system operabons, cash remiltances, and

mamtenancs contract services. SJW also owrk end operates cons
rneroal real estate investments Has 375 employees. Chairman:

Charles J. Toeniskoetter. Inc 4 CA Address. 110 W. Taylor Street,

San Jose, CA 95110 Talc (408) 279-7500. Int;www a)water.corn.

We are a little wary of the company's
near-term prospects. Operating costs
are likely to remain on the rise, given the
shape that many water systems appear to
be in across the United States. That said,
SJW, like many of iis bed('allows, is not ex-
actly (lush with cash and will probably
have lo turn to outside financing to make
the improvements. The costs associated
with additional debt or share offerings,
however, will be dilutive, likely keeping
growth under wraps going forward. Note,
however, that growth may look decent
against depressed 20(0 comparisons.
We advise investors to take a pass on
this issue. SJW is ranked 4 (Be)ow Aver-
age) for Timeliness and lacks 3- to 5-year
appreciation potential, as well. Meanwhile,
the balance sheet is highly leveraged, add-
ing some skepticism about the
susLainability of lhe stock's only saving
grace at this time, its dividend. Although
the steady stream of income is not likely to
dry up completely, the financial con-
straints alluded to above could prompt the
company to use the funds to make capital
improvements inscead.
Andre Ã Cosranza Aprt/ 22, 207/

(A) Diluted eammgs Exdudes nonrecumng add due lo roundrng (0) In millions.

losses . '03, $ 1 97. '04, $ 3 78; '05, $ 1 09; '06, (8) Dividends hrsloncally pard in e*dy March,

$ 16 36; '08, $122; '10, 46$ . Next earnings June, september, and December. ~ Div'd rein.

report due Apni 26th Ouarterly egs. may nol vestment plan available.
o loll, vahe Loe pdkstono LLc. ~ Il norse resemrl raousl mstenal n obtsowl ir snoces betwerl to be relsble ml is pc 'drd Ihour arrensm ol am knd

IHE pUBLIsHER Is Not HEOpollsIBLE Son Auv ERR0Rs OA QMrsstous HEREIN Ih\ sdkceron o ss coy lor skm bar \ m non mrmmost Hemel use Ho psn

of med, dccvonc w otlw form or wed lu oenerosm w m tmo sr%%u pmso w dooonc pubmolcn, wmce or poduo
n ney le repreduceo, essa sorel r semnueo e any p

Company's Financial Strength
Stock's Price Stability
Price Growth Persistence
Earnings Predictability

s

8
70
00
85
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-VORW

13.45 13 49
8 20 9.33

RANKS

PERFORMANCE 4 A

a Bi
Technical 4 AMHf

Aiem
SAFETY

BETA .70 (1.08 = Momeo

LEGENDS— 12 Mes Mo A g.... Rel Puce Sl mgih
2-foi-I Bpl t Bfc2
3-for-2 Upi t Bfco
BoidufiUMCNICieit BCCmom

YORK WATER CO NDQ ERARD 23.3 FERA)(o1,27 vto 3.2%
RECENT ft t(u f 4) TRA(UNG RE(AT(YE D(V'D

14 03
11 00

17 87
tt 67

20 99
15 33

18 55
15 45

16 50
6 23

17 95
9 74

180D
12.83

17.60 Htgh
15 01 Low

18

13

Financial Strength Bc+

Price Stability go

Price Growth Porsisience 60

Earnings Predictability 100

D YAI.UE LINE I'UBLISHINC LLC

REVENUES PER SH
"CASH FLOW" PER SH

EARNINGS PER SH

DIV'D DECL'D PER SH

CAP'LSPENDING PER SH

BOOK VALUE PER SH

COMMON SHS OUTST'G MILL)

AVG ANN'L PfE RATIO

RELATNE PIE RATIO

AVG ANN'L DIV'D YIELD

REVENUES ($ MILL)

NET PROFIT (SMILL

INCOME TAX RATE

AFUDC % TO NET PROFIT

LONG-TERM DEBT RATIO

COMMON EQUITY RATIO

TOTAL CAPITAL (SMILL)

NET PLANT ($ MILL)

RETURN ON TOTAL CAP'L

RETURN ON SHR. EQUITY

RETURN ON COM EQUITY

2002

205
57

.40

.35

9 55
269

IM7
3 3%

19.6
3.8

34 9%
3. 7%

46.7'/
53 3%
69.9

106.7
7.4%

10 2%
10.2%

2003

2.17
.65
.47
.37

1.07
4 06
9.63

24.5
I 40
3 2'Y

2D9
44

34 8'k

43.4%
56.6'/
69.0

116.5
8 5%

11 4'k
1 im%

2004

218
.65
.49
.39

2.50
4.65

10.33
25.7

1.36
3.1%

22.5
4.8

36 7'/

42 5%
57.5%
83 6

140.0
7 6%

10 0%
10.0%

2005

2.58
7g
56

.42
I 69
485

10 40
26 3

1.39
2 9%

26.8
58

36.7%

44.1%
55 9 k
90.3

155 3
8.4%

11.6%
11.6%

2006

2 56
77
58
45

1.85
5.04

11.20
31.2

1.68
2 5'/

28 7
6.1

34.4%
7 2%

48 3%
51 7'Y

126 5
174.4

62k
9 3'4
9 3%

2007

2.79
.86
.57
.48

1.69
5 97

11.27
30.3

1.61
2 8'/

31 4
64

36.5%
3.6%

46.5%
53 5%

125.7
191.6

6 7'k
9.5%
9.5%

2008

2.89
.88
.57
.49

2.17
6.14

I 1.37
24.6

I 48
3 5%

32.8
6.4

36.1%
10 1%
54 5%
45.5%

153.4
2114

5.7%
9 2'/
9 2%

2009

2 95
g5
64
51

1 18
6.92

12.56
21.9

1.46
3 6%

37.0
7.5

37 9%

45.7'k
54.3%

160.1
222 0

6 2%
8 6%
8 6%

2010

3.07
1.07

.71

52
83

7.19
12 69
20 7

I 33
3 5'k

39.0
0.9

38.5'/
12%

48.3'k
51.7%

176 4

220 4
6.5%
9.8%
9.8'/

6m
vot

(tho U)

2011I2012

77" /80

21.5/20. 7

8 rang ee

are couue BUU

Bomiugu

eetlmeteu
B d. Uelug Iho
rocoul prie

P/E ii *

RETAINED TO COM EQ

ALL DIV'DS TO HET PROF
1.3%

88'/
2.6% 2.1%

77'k 79%
3 0'/

74%
2.2%

77%
1.7%

82%
I 4%

85%
1 9%

78'/.
2.7%

72%
ANU ofeueit t Ubuwm m. ovl. Niuvf odoyv: cup

INDUSTRY: Water UtilityANNUAL RATES

of change (pef share) 5 Yrs.
Revenues 50%
"Cash Flow" 7.0%
Earnings 50%
Dividends 50%
Bcok Value 85%

ASSETS (Bmlll.)

Cash Assets
Receivables
Inventory (Avg coal)
Other

Current Assets

12I31l18

13
63

6
6

88

2008 2009
.0 0

59 54
.7 7,7 10

7.3 7.1

I Yr.
4.0%

12.0%
11 0%
2 0'/
4.0'/

SUS)iHESS: The York Water Company engages in the
impounding, purification, and distribution of v ater in York
County and Adams County, Pennsylvania. The company
supplies water for residentla), commercial, industria), and
other customers. It has two reservoirs, Lake Williams,
which is 700 feet iong and 58 feet high, and creates a
reservoir covering approximately (65 acres containing
aboui 870 mi(hon gagons of water; and Lake Redman,
which is (,000 feet long and 52 feet high and creates a
reservoir covering approximately 290 acres containing
about ).3 billion gallons of water. )n addition, it possesses a
(5-mi(e pipeline from the Susquehanna River io Lake
Redman t)mt provides access to an additional supply of
water. As of December 3(, 20(O, York Water served
approximate(y I 82,000 residential, commercial, industna(,
mtd other customers in 39 municipa(itics m York Couniy
and seven municipalities in Adams County. Has (() em-
p(oyees. C.E.O. & President: Jeffrey R. Hines. Incu PA.
Address: 130 Easi Market Street, York, PA )740). Te)4
(7) 7) 845-360 (. )ntcrnet. http: //www.yorkwater.corn.

)f'.T.

QUARTERLY SALES Hmill.) Full
ta 20 Ba 4a Veer

Property, Plant
& Equip, at coal

Accum Depreciation
Nsl Pmpeny
Other

Tolal Assets

Fiscal
Year 2708

424
228.4

22.7

259 9

246.0 260 4
34.6 38 4

2114 2220
217 197

240 4 248.8

7.5 7 8 8.6 8.9 32.8
88 92 98 92 370
90 97 105 98 39.0

12f31f08
12f31f89

12f31fl 0
12f31ll I

LIABILITIES (SmilL)
Accls Payable
Debt Due
Other

Current Lich

EARNINGS PER SHARE Full
10 2Q 3Q 4Q Year

Fiscal
Year

1.6 1.4 1.2
9.1 9.3 0
3 5 3.9 4.1

14 2 14 6 5 3
12I31f07
12f31f08
12f31f09
12f31fl 0
12f31f'l l

.12 .15 .15 15 57

.11 .13 .15 18 57
.13 17 .18 16 64
15 .IB .2 I .17 .71

.17 .2B .22 LONG.TERM DEBT AND EQUITY
as of 12f31HB

QUARTERLY DMDENDS PAID Full
IQ 20 30 4Q Year

C el.
ender Total Debt $85.2 mia Due In 5 Yre. $12.2 mill.

LT Debt $85 1 mill
Including Cep. Leases None

(48% of Cep'I)
Leases, Uncepitaliced Annual rentals None

2008
2009
2010
2011

.121 .121 .121 .121 48

.126 .126 .126 .126 50

.128 .128 .128 .126 .51

.131 .13 April 22, 20/l

0 demo, courousus 4 yeor eemmcu pmmh Beni y . Based upon 4 Boeiyvlv'ut md B. CBeved upon 4 Buutrvfv'vbmeler

Io Buy
lo Sell
Hid's(060)

INSTITUTIONAL DECISIONS

2Q'18 30'10 4Q'10
29 21 25
19 18 16

2811 3078 3107

Pension Liability $9 6 mill in '10 vs $ 0 8 mill. io '09

Pfd Stock None P id Div'd Paid None

Common Stock 12,692.000 shares
(529 of Csp'8

3 Mos. 6 Moe. 1 Yr. 3 Yrs. 5 Yrs.

1.47% 10.26% 30.68N 28.75% 16 25%

TOTAL SHAREHOLDER RETURN
Dmdwuic pi pp f U w3olfyoft

toll Value uoe neostfoo LLC AU Cobe ietoved Factual mulmbt 4 duvmd Iio Cmrcet bclevcd io bc iesible Bod is prowled Blmt B Buum d B 1 Mm
IHE PUBLISHER IS NOYRESPONBiBLEFOR ANY ERRORS OR OMCSSONB HEREiu nm Uubnobo Utlmlyfm uombei'C two. Nuctumerdbf. Ncmolme No puu

Ut i Mr bB icpimuCNI imobt CCNivf Ni B u NCd my imctl CkUUMC N imm INC N iutvl IC BCUCfBU 9 m CMBCMI Bof fmiiBC NHCCiitmC pUIHCiwi
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Carolina Water Service Inc
Current Institutional Holdings and Individual Holdings

the Prox Grou of Nine Water Com anies

July 06, 2011
Percentage of

Institutional
~did

July 06, 2011
Percentage of

Individual
Hldl gl1

Proxy Group of Nine Water
Com anies
American States Water Co.
American Water Works Co., Inc.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water Company
SJW Corporation
York Water Company

61.86 %
84.08
41.26
34. 01
52. 31
32.20
39.65
46.54
24. 25

38.14 %
15.92
58.74
65.99
47.69
67.80
60.35
53.46
75.75

Average 46.24 % 53.76 %

Notes:
(1) (1 - column 1).

Source of Information: pro.edgar-online.corn, July 6, 2011
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Carolina Water Service Inc
Indicated Common Equity Cost Rate

Through Use of a Risk Premium Model
Usin an Ad usted Total Market A roach

Line No.

Proxy Group of
Nine Water

Prospective Yield on Aaa Rated
Corporate Bonds (1) 5.35 %

Adjustment to Reflect Yield Spread
Between Aaa Rated Corporate
Bonds and A Rated Public
Utility Bonds

Adjusted Prospective Yield on A Rated
Public Utility Bonds

0.34 (2)

5.69 %

Adjustment to Reflect Bond
Rating Difference of Proxy Group 0.14 (3)

Adjusted Prospective Bond Yield

Equity Risk Premium (4)

5.63

4.50

Risk Premium Derived Common
Equity Cost Rate 10.33 %

Notes: (1) Derived in Note (4) on page 6 of this Schedule.
(2) The average yield spread of A rated public utility bonds over Aaa

rated corporate bonds of 0.34% from page 4 of this Schedule.

(3) Adjustment to reflect the A3 Moody's bond rating of the proxy
group of nine water companies as shown on page 2 of this
Schedule. The 14 basis point adjustment is derived by taking 1/3
of the spread between Baa2 and A2 Public Utility Bonds (1/3 *

0.42% = 0.14%)

(4) From page 5 of this Schedule.



Companso f Bo d Ratings. Business Risk a 4 Financial task P flea fo Ihe

Pro Gro f N e Water Com nice

Mood 4
Bo d Ratm

J I 2011

Smnd mano Fs

Bond
~IMI

Nu e
W~rhti \

Bci d

~Ratm

Numencel
~WI hb I

Cred I Numencal

~Rakn Wmrmhbm I

Bus ness R sk Numencal
W~el ht t

Finanmal Risk Numen

P oW Group of N ne W t

A e ca StatesWsle C.t3)
Amencan Water Works Co., Inc, (4)

Aq a Amenca, Inr (5)
Aries an Re o ress Corp.
Caldomia Water Ser ce Gmup (6)
Con ectcutWalerSer m,inc (7)
Mdclesex water Compaw
SJW Corporabon (8)
Y~ Water Comps y

Average

A2
Baal
NR
NR
NR
NR
NR
NR
NR
A3

6.0
80

7.0

A+

A+

NR

A
A
A
A-

A+

5.0
5.0
4.0

4.0
6.0
60
60
70
54

A+

BBB
A+

NR
A+

A
A-

A
A-

A

5.0
80
5.0

5.0
60
70
6.0
70
6.1

1.0
10
1.0

Exceg t
E mfient
Excefie I

NR
E cefient
E cefie I

Excsfie t
E efient
E Sent

1.0
1.0
1.0
10
10

Excea 10

Inlermed ale
Aggresslv

Inta d ata
NR

I tmmedlet
Intermediate
Intermed ate

tefirii!diets
I tennedlate
I tmmed te

30
50
30

3.0
30
3.0
3.0
30
33

Notes'I)
(2)
Ml
(sl
M)
(6)
(7)
(Sl

From page 3 ofths Sdtedule.
F mSta d dSPoorslssuerRe k g US.I tonOwnedW terUblt,Strongesllo W skeet,Ju 20,2011.

Rabngs, buaness nake d fin c el nsk
profiles
are

Ihos f Golden State Water Comp y

R bng, business nsk a d fi ndal k profiles are Ih of pe nsylven 4 end Ne Jersey Amencan water.

Rak gs,bunnessnskandfin alnskprofileseelhose fAquaPennsyl sna,inc.
R I gs, busmess nsk and fin stnsk

profiles
ar those of Calf a Water Service Co

Rabng,bus essnsksndfinanoal skp filesarethose fCo ecb tWate Comps y

R tngs. business nab end fin dal nsk profiles are Ihose of Sa J e Water Co.

Source informal on: Moody's Investors SeMce
Standard 8 Poor's Global Ut I bee Rat ng Semce

qt Grm
tu tn x

Ict
to m
io Cv—0
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Carolina Water Service Inc.
Numerical Assignment for

Moody's and Standard & Poor's Bond Ratings
and Standard & Poor's Business and Financial Risk Profiles

Moody's
~Bd R tt ~

Numerical
~dd W t htt

Standard & Poor's
~Bd R tt

Aaa

Aa1
Aa2
Aa3

A1

A2
A3

A+
A
A-

Baa1
Baa2
Baa3

8
9
10

BBB+
BBB
BBB-

Bat
Ba2
Ba3

11

12
13

BB+
BB
BB-

Standard & Poor's

Business
Risk Profile

Numerical
We icihtinq

Financial
Risk Profile

Numerical
~Wei htin

Excellent
Strong
Satisfactory
Fair
Weak
Vulnerable

Minimal
Modest
Intermediate
Significant
Aggressive
Highly Leveraged



~Mood 's

Comparison of Interest Rate Trends
for the hr e Months Endin une 2011 1

S read - C orate v. Public Utiti Bonds S read - Public Utili Bonds

Months

Corporate
Bonds

Aaa Rated Aa Rated
Public Uttli Bonds

A Rated Baa Rated

Aa (pub. Util.) A (pub. Ual.) Baa (Pub
over Aaa over Aaa Util ) over

~Cur ~Cur ~Aaa Co A over Aa Baa over A

June-11
May-11
April-11

4.99 %
4.96
5.16

504 '4

5.08
5.32

526%
5.32
5.55

567 %
5.74
5.98

Average of Last
3 Months 5 04 '/ 5 15 % 5.38 '/ 5.80 %%u 0 11 '/ 0 34 % 0 76 % 0 23 % 0 42

Notes: (1) All yields ars distributed yields.

Source ot Information: Mergent Bond Record, July 2011, 1/ot 78, No 7.

Tl tn ill
sr o si
io
Is ID cr'

CS—

oeZ



Carolina Water Service Inc.

Judgment of Equity Risk Premium for

the Prox Grou of Nine Water Com anies

Exhibit No.
Schedule PMA-8
Page 5 of 8

Line
No.

Proxy Group of Nine
Water Com anies

Calculated equity risk
premium based on the
total market using
the beta approach (1) 4. 87

Mean equity risk premium
based on a study
using the holding period
returns of public utilities
with A rated bonds (2) 4. 12

Average equity risk premium 4. 50

Notes: (1) From page 6 of this Schedule.
(2) From page 8 of this Schedule.
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Carolina Water Service Inc.
Denva lion of Equity Risk Premium Based on the Total Market Approach

Using the Beta for
the Prox Grou of Nine Water Com anies

Line No.

Proxy Group of
Nine Water

Anthmetic mean lotal return rate on
Ihe Standard & Poor's 500 Composite
Index - 1926-2010 (1) 11.90

Arithmetic mean yield on
Aaa and Aa Corporate Bonds

1926-2010 (2) 6.10

Historical Equity Risk Premium 5. 80

4. Forecasted 3-5 year Total Annual
Market Return(3) 13.44

5. Prospective Yield an Aaa Rated
Corporate Bonds (4)

Forecasted Equity Risk Premium 8.09 '/

8.

Conclusion of Equity Risk Premium (5)

Adjusted Value Line Beta (6)

6.95 '/

0.70

Beta Adiusted Equity Risk Premium 4.87

Notes: (1) Stocks, Bonds, Bills, and inflation - Market Results for 1926-2010 Yearbook
Valuation Edition, Mornmgstar, Inc., 2011 Chicago, IL.

(2) From Moody's industrial Manual and Mergent Bond Record Monthly Update.

(3) From page 3 of Schedule PMA-10.

(4) Average forecast based upon six quarterly estimates of Aaa rated corporate bonds
per the consensus of nearly 50 economists reported in Blue Chip Financial
Forecasts dated July 1, 2011 (see page 7 of Ibis Schedule). The estimates are
detailed below.

Third Quarter 2011
Fourth Quarter 2011
First Quarter 2012
Second Quarter 2012
Third Quarter 2012
Fourth Quarter 2012

Average

5.00
5.10
5.30
5.40
5.60
5.70

5.35

(5) The average of the historical equity risk premium of 5.80'/, from Line No. 3 and
lhe forecasted equity risk premium of 8 09% from Line No 6 ((5.80% + 8.09%) /
2 = 6.95%.

(6) Median beta from page 1 of Schedule PMA-10.



2 ~ BLUE CHIP FINANCJAL FORECASTS ~ JULY 1, 2011

Consensus Forecasts Of U.S. Interest Rates And Key

Assumptions'xhibit

ND.

Schedule PMA-8
Page 7 of 8

----History-
----Average For Week Ending——— — —Average For Month——

June 24 June 17 June 10 June 3 ~Ma ~Ar. Mar.
0.09 0.09 0.10 0.10 0.09 0.10 0.14
3.25 3.25 3.25 3.25 3.25 3.25 3.75
0.25 0.25 0.25 0.25 0.26 0.28 0.31
0.14 0.12 0.10 0.12 0.11 0.14 0.17
0.03 0.05 0.05 0.05 0.04 0.06 0.10
0.10 0.11 0.10 O. I I 0.09 0.12 0.16
0.17 0.18 0.18 0.18 0.19 0.25 0.26
0.39 0.40 0.41 0.44 0.56 0.73 0.70
1.55 1.58 1.58 1.63 1.84 2.17 2.11
2.97 2.99 3.00 3.01 3.17 3.46 3.41
4.19 4.21 4.22 4.21 4.29 4.50 4.51
4.96 4.98 4.97 4.95 4.96 5.16 5.13
5.73 5.73 5.73 5.70 5.78 6.02 6.03
4.46 4.49 4.49 4.51 4.59 4.99 4.92
4.50 4.50 4.49 4.35 4.64 4.84 4.84

- I listory——

3Q 4Q IQ 2Q 3Q 4Q IQ
2009 2009 2010 7010 2010 2011 2011
76.4 72.8 74.8 77.6 75.9 73.0 71.9
1.6 5.0 3.7 1,7 2.6 3.1 1.9
0.7 -0.2 1.0 1.9 2.1 0.4 2.0
3.7 2.7 1.3 -0.5 1.4 2.6 5.2

Consensus
3Q 4Q

2011 2011
03 03
33 33
03 0.4
03 03
0.1 03
03 03
03 04
0.6 0.8
Lg yul
33 3JI
43 43
5.0 5.1
5.8 5.9
4.6 4.7
4.7 4.9

Conscns
3Q 4Q

2011 2011
70.1 703
3.1 33
1.9 1.7
23 '.1

sts-Qua
2Q

2012
0.6
3.6
03
0.7
0.6
0.8
0.9
JA
2.6
3.8
4.8
5.4
63
5.0
53

ecnsts-Q
2Q

2012
713
3.0
2.0
23

Forccn
1Q

2012
03
3.4
0.6
0.5
0.4
03
0.7
1.1
2.4
3.6
4.6
53
6.1
43
5.1

ns liar
IQ

2012
70.6
23
19
23

rtcriy Avg.
3Q 4Q

2012 2012
1.0 1.4
4.0 4.4
13 1.7
1.1 1.6
1.0 1A
1.2 1.6
1.4 1.8
1.8 23
2.9 33
4.1 43
5.0 53
5.6 5.7
6.4 6.6
53 53
5.5 5.7

unrtcrly
3Q 4Q

2012 2012
71.7 710
32 33
2.0 2.0
23 2.4

Latest Qs
~2201 I

0.1 I

3.25
0.28
0.14
0.06
O. I I

0.22
0.62
1.96
3.29
4.40
5.06
5.91
4.77
4. 73

Interest Rates
Federal Funds Rate
Pnme Rate
LIBOR, 3-mo.
Commercial Paper, I-mo
Treasury bill, 3-mo.
Treasury bill, 6-mo.
Treasury bill, I yr.
Treasury note, 2 yr.
Treasury note, 5 yr.
Treasury note, 10 yr.
Treasury note, 30 yr.
Corporate Aaa bond
Corporate Baa bond
State jft Local bonds
Home mongagc rate

2Q*
20jj
69. 7

2.2
2.3
4.2

Forecasts f

Major Currency Index
Real GDP
GDP Price Index
Consumer Price Index
Forccasn for mtcrcs& rates and tlic Federal Rcscrvc's Major Currency index rcprcscnt avcragcs for ihc quarter. or Real GDP, GDP Pncc Index and Consumer Price
index arc scnsonsllya&i)usted annual rates of clisngc (sacr). Individual panel oicmbcrs'orecasts arc on pages 4 through 9. Ilisiorical data for mtcrcsi ra&ca except L(BOR is from
Federal Rcscrvc Rclcasc (FRSR) 0.15. LIBGR quotes nvailablc from flic iyuii Si sei Jcuiiiui. (nicrcsi rate dciiniiions arc thc same as &haec in FRSR H.15. Treasury yields are
rcpcitcd on a constant matunty basis. Historical data for thc Fcd's hlajor Currency index is from FRSR 11.10 and G.5. Historical data for Rest GDp and GDp Chained price index
arc born ihc Bureau of Economic Analysis (BEA). Consutncr Price Index (CP1) lsistory is from thc Department of Labor's Bureau of Labor Statistics (BLS). ). birrrssr rare dure
fcr 20 Jail based sin hisiuricsl &rais riiruufli &/is week ended Juris 24. Durii fur 20 2dll hfnjsr Currency brdcx also is bass&ion dsru tliruugh neck ciided Junc 2d. Fig&&res
fur 20 2ali Re&it GDP, Dop Clisined pries bids and Cansumsr price index are cunseususfcrecssrs bnscd un 4 special austrian asked of &he psnsiisrs &his miinth (see page
14).

5.50
5 00
4.50
4.00

1.50
1 00
0.50
0.00

3mo

U.S. Treasury Yield Curve
vv k 4 dM y20,2011 and YuarAocvs.
20 2011 umi 30 2012 Consensus pc&anus&a

6mo 1yr 2yr 5yr 10yr
Mut ti

5 50
5.00
4 50
4.00
3.50
3.DO

2.50
2.00
1 50
1.00
0 50
0.00

30Js

6.0D
5.50
5.0D
4.50
4 00

6 00
5.50
500
4 50
4.0D
3.50
3.00
2.50
2.00
1.50
1.00
0.50
0.00

10 10 1Q 10 10 10 10 10 10 1Q
2003 2004 2005 2006 2DD7 20on 2una 2010 2011 2012

3 50
3.00

2.00
1.50
1.00
0.50
0.00

10 10
2001 2002

U.S. 3-Mo. T-Bins & 10-Yr. T-Note Yield
(0 4 ivn a 1m &ow Fc

700
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Carolina Water Service Inc.
Derivation of Mean Equity Risk Premium Based on a Study

Usin Holdin Period Returns of Public Utilities

Over A Rated
Moody's Public Utility

Bonds -AUS~dl I ~ 6

Arithmetic Mean Holding Period Returns on
the Standard ft Poor's Utility Index 1926-
2010 (2): 10.69

Arithmetic Mean Yield on Moody's A Rated
Public Utility Yields 1926-2010

Equity Risk Premium ok 12

SB P Public Utility Index and Moody's Public Utility Bond Average Annual Yields
1926-2010, (AUS Consultants - Utility Services, 2011).
Holding period returns are calculated based upon income received (dividends
and interest) plus the relative change in the market value of a security over a
one-year holding period.



Large Company Stock Returns
From 1926 to 2010
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Source of Information:
Ibbotson SBBI - 2011 Valuation Yearbook - Market Results for Stocks Bonds Bills and Inflation - 1926-2010
Morningstar, Inc., 2011 Chicago, IL.



Total Returns on Lar e Com an Stocks
1926 to 2010

Lar e Com an Stocks

1990
1981
1977
1969
1962
1953

2001 1946
2000 1940
1973 1939

2002 1966 1934
2008 1974 1957 1932

1931 1937 1930 1941 1929

~2010
2006
2004 2009

2007 1988 2003
2005 1986 1999
1994 1979 1998
1993 1972 1996
1992 1971 1983
1987 1968 1982
1984 1965 1976
1978 1964 1967
1970 1959 1963
1960 1952 1961
1956 1949 1951
1948 1944 1943
1947 1926 1942

1997
1995
1991
1989
1985
1980
1975
1955
1950
1945
1938 1958
1936 1935 1954
1927 1928 1933

-50% X0% -30% -20% - 10% 0% 10% 20% 30% 40% 50% 60%

Arithmetic Mean: ra = Z r, / n

Source: Ibbotsone SBBI — 2011 Valuation Yearbook — Market Results
for Stocks Bonds Bills and Inflation —1926-2010

Morningstar, Inc., 2011 Chicago, IL
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Total Returns on Lar e Col an Stocks
1926 to 2010

Lar e Com an Stocks

2010
1926

-50% -40% -30% -20% — 10% 0% 10% 20% 30% 40% 50% 60%

i)a
Geometric Mean: rG = [ V„ / V0] — 1

Source: Ibbotsontat SBBI I — 2011 Valuation Yearbook — Market lkesults
for Stocks Bonds Bills and Inflation —1926-2010

Morningstar, Inc., 2011 Chicago, IL
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Carokna Water Service Inc.
Indicated Common Equity Cost Rale Through Use

of the TraditionalCa ital Asset Pricin Model CAPM and Em incal Ca ital Asset Pricin Model ECAPM

Value Line
Adjusted Market Risk Risk-Free

Traditional ECAPM
CAPM Cost Cost Rate

Indicated
Common

Equity Cost

American Stales Water Co.
American Water Works Co., Inc.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water Company
9JW Corporation
York Water Company

0.75
0.65
0.65
0.60
0.70
0.80
0.75
0.90
0.70

771 %

7.71
7.71
7.71
7.71
7.71
7.71
7.71
7 71

4.73 %

4.73
4.73
4.73
4.73
4.73
4.73
4.73
4.73

1051 %

9.74
9.74
9.36

10.13
10.90
10.51
11 67
10.13

10.99 %
10.42
10.42
10.13
10.71
11.28
10.99
11.86
10 71

Average

Median

10.30 % 10.83 % 10 57 vl

10.13 % 10.71 % 10.42 %

See page 2 for notes.
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Carolina Water Service Inc.
Development of the Market-Required Rate of Return on Common Equity Using

the Capital Asset Pricing Model for
the Proxy Group of Nine AUS Utility Reports Water Companies

Ad'usted to Reflect a Forecasted Risk-Free Rate and Market Return

Notes:

(1) For reasons explained in Ms. Ahern's accompanying direct testimony, from the thirteen weeks ending July 8,
2011, Value Line Summa & Index, a forecasted 3-5 year total annual market return of 13.44% can be derived by
averaging the thirteen weeks ended July 8, 2011 forecasted total 3-5 year total appreciation, converting it into an
annual market appreciation and adding the Value Line average forecasted annual dividend yield.

The 3-5 year average total market appreciation of 55% produces a four-year average annual return of
11.51% ((1.55' - 1). When the average annual forecasted dividend yield of 1 93% is added, a total average
market return of 13.44% (1.93% + 11.51%) is derived.

The thirteen week forecasted total market return of 13.44% minus the forecasted risk-free rate of 4.73%
(developed in Note 2) is 871% (1344% -473%). The Morningstar, Inc. (Ibbotson Associates) calculated market
premium of 6.70% for the period 1926-2010 results from a total market return of 11.90% less the average income
return on long-term U.S. Government Securities of 5.20% (11.90% " 5.20% = 6.70%). This is then averaged with
the 8.71% Value Line market premium resulting in a 7.71% market premium. The 7.71% market premium is then
multiplied by the beta in column 1 of page 1 of this Schedule.

(2) The average forecast based upon six quarterly estimates of 30-year Treasury Note yields per the consensus of
nearly 50 economists reported in the Blue Chi FinancialForecasts dated July 1, 2011 (see page 7 of Schedule
PMA-8). The estimates are detailed below:

Third Quarter 2011
Fourth Quarter 2011
First Quarter 2012
Second Quarter 2012
Third Quarter 2012
Fourth Quarter 2012

Average

30-Year~TN Yi
4.30
4.50
4.60
4.80
5.00
5.20

(3) The traditional Capital Asset Pricing Model (CAPM) is applied using the following formula:

Rs = Rr + j) (RM - Rr)

Where Rs —— Return rate of common stock
Rr = Risk Free Rate
8 = Value Line Adjusted Beta
Ru = Return on the market as a whole

(4) The empirical CAPM is applied using the following formula:

Rs = R, + .25 (Ru - R, ) + .75 8 (Ru - Rr )

Where Rs = Return rate of common stock
R„= Risk-Free Rate
8 = Value Line Adjusted Beta
R„= Return on the market as a whole

Source of Information: Value Line Summa & Index
Blue Chi Financial Forecasts July 1, 2011
Value Line Investment Surve, April 22, 2011
Standard Editiog and Small and Mid-Cap Edition
Ibbotson SBBI 2011 Valuation Yearbook — Market Results for
Stocks Bonds Bills and Inflation — 1926 — 2010, Morningstar, Inc., 2011 Chicago, IL
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Carolina Water Service Inc.
Summary of Cost of Equity Models Applied to the

Proxy Group of Non-Utility Companies
Comparable in Total Risk to the

Prox Grou of Nine Water Com anies

Princi al Methods

Proxy Group of
Thirty-Nine Non-
Utility Companies

Projected Return on Book
Common Equity (1) 15 50

Average of Market-Based
Models (2)

Average

11.39

13.45

Notes:
(1) From Schedule PMA-12.

(2) Average of the results of the DCF (12.05%),
RPM (11.38%), and CAPM / ECAPM
(10.75%) analyses as shown on pages 1, 2,
and 5 of Schedule PMA-13 respectively.
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Schedule PMA-11
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Carolina Water Service Inc.
Basis of Selection of Comparable Risk

Domestic Non-Price Re ulated Com anies

Proxy Group of Nine Water
Companies

Value Line
Adjusted

Beta
Unadjusted

Beta

Residual
Standard Error

of the
Regression

American States Water Co.
American Water Works Co., Inc.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water Company
SJW Corporation
York Water Company

Average

0.75
0.65
0.65
0.60
0. 70
0. 80
0.75
0.90
0. 70
0.72

0.57
0.43
0.41
0.34
0.49
0.64
0.56
0.82
0.48
0.53

3.6376
3. 5017
2.7699
2.4340
3.4453
2.8611
2.6991
4. 3423
3.2807
3.2191

Beta Range (+/- 2 std. Deus. of Beta)
2 std. Deva. of Beta

0.40
0.13

0.66

Residual Std. Err. Range (+/- 2 std.
Deva. of the Residual Std. Err.) 2. 9363 3.5019

Std. dev. of the Res. Std. Err.

2 std. deva. of the Res. Std. Err.

0.1414

0.2828
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Carolina Water Service Inc.
Proxy Group of Non-Price Regulated Companies

Comparable in Total Risk to the
Prox Grou of Nine Water Com anies

Proxy Group of Thirty-Nine Non-
Utilit Com anies

Gallagher (Arthur J.)
AutoZone Inc.
Baxter Intl Inc.
Bristol-Myers Squibb
Brown & Brown
Capitol Fed. Finl
CenturyLink Inc.
Quest Diagnostics
Edwards Lifesciences
Forest Labs.
Gilead Sciences
Gen-Probe
Hasbro, Inc.
Hudson City Bancorp
Hospira Inc.
IAC/InterActiveCorp
Investors Bancorp
J&J Snack Foods
Lancaster Colony
McKesson Corp.
Marsh & McLennan
MAXIMUS Inc.
Owens & Minor
Rollins, inc.
Sherwin-Williams
Smucker (J.M.)
Sara Lee Corp.
Silgan Holdings
Suburban Propane
Stericycle Inc.
Safeway Inc.
Stryker Corp.
TJX Companies
Walgreen Co.
WD-40 Co.
Weis Markets
Watson Pharmac.
Berkley (W.R.)
West Pharmac. Svcs.

Average

Proxy Group of Nine Water
Companies

VL Adjusted
Beta

0.70
0.70
0.65
0.75
0.70
0.65
0.75
0.70
0,65
0.80
0.65
0.80
0.75
0.80
0.70
0.70
0.75
0.70
0.75
0.75
0.75
0.80
0.65
0. 80
0.70
0.70
0.80
0.75
0.75
0.70
0.70
0.80
0.80
0.75
0.75
0. 65
0. 75
0. 70
0. 80

0.73

0.72

Unadjusted
Beta

0. 54
0.51
0.45
0.57
0.48
0.44
0.55
0,49
0.41
0. 64
0.46
0.66
0.60
0.66
0.52
0.49
0.55
0.48
0.57
0. 58
0.59
0.63
0.46
0.66
0.49
0.49
0.65
0.62
0.59
0.48
0.48
0.66
0.65
0.61
0.56
0.45
0.57
0.50
0.62

0.55

0.53

Residual
Standard

Error of the
~R

3.0362
3.3427
2.9474
3.0546
3.0383
3.2917
2.9789
2. 9409
3.1041
3.3015
3.5013
3.4121
3.4389
3. 2150
3.4108
3.2562
3.3951
3.4541
3.3757
3.3192
2.9986
3.4865
3. 3308
3,0435
3. 0351
3. 0242
3.2561
3. 1746
2. 9382
3.1808
3.1874
3.1280
3.0165
3.2419
3.4782
2.9598
3.0355
3.0005
3.4659

3.20

3.2191



Exhibit No.
Schedule PMA-1 t
Page 4 of4

Carolina Water Service Inc.
Basis of Selection of Groups of Domestic, Non-Price Regulated Companies

Com arable in Total Risk to the Prox Grou of Nine Water Com anies

(1) The proxy group of thirty-nine non-utility companies was selected based upon the proxy
group of nine water companies unadjusted beta range of 0.40 — 0.66 and standard error of
the regression range of 2.9363 — 3.5019. These ranges are based upon plus or minus two
standard deviations of the unadjusted beta and standard error of the regression as detailed
in Ms. Ahern's direct testimony. Plus or minus two standard deviations captures 95.50% of
the distribution of unadjusted betas and standard errors of the regression.

(2) The standard deviation of group of nine water companies'tandard error of the regression is
0.1414. The standard deviation of the standard error of the regression is calculated as
follows:

Standard Deviation ofthe Std. Err. ofthe Regr. = Standard Error of the Re ression
J2N

where: N = number of observations. Since Value Line betas are derived from
weekly price change observations over a period of five years, N = 259

Thus, 0.1414 = 3.2191 = 3.2191

xj518 22.7596

Source of Information: Value Line, Inc., June 15, 2011
Value Line Investment Survey (Standard Edition)



Exhibit No.
Schedule PMA-(2
Page 1 of 1

~le
C mp bl E gsAn Iyn

for Ih p xy G oup of Non-Uulity Compsriles Comparable in T I I Ri k to the
Is I

Rale of Return on Book Common
Equly, Nel Worth, or Perm Ys

P oxy Gro p of Thirty-N

Gagagher(Arth r J)
AuloZone Inc
Baxter Ing Inc.
6 'd-My m Sq ibb
Bo SBow
Camlol Fsd. Fml
Cant Du k tnc.
Quest D agm
Edwn ds LE sdahma
F e IL bs.
Ga dSce ces
Ger Probe
Hasbro, In
H ds cay g mq
Ho pint
IACsnlerAcg C P
Investors Bancorp
J&J Snack Foods
L caste ColonY
M Xnssoh Cont.
Ma h 5 McLennan
MAXIMUS Inc.
Ovr s 8 Mihor
Rosns, I c
Shorw -Ynslams
Smacker (J.M )
Samke C q
Sgg H td gSbd P pare
St 'Role lhm
Safeway Inc.
Sttyk r C q
TJXC pa os
Walgnm C .

WO40 Co
Wms Mark I

Watson Pharmac.
Bmkley (W.R.)
W I PI 5

VL

Adjust d

Beta

070
0.70
0.65
0.75
0.70
0.65
0.75
D.yg
D 65
0.80
0.65
0 80
0 75
0 SD
0.70
0.70
0 75
0.70
0.75
0.75
0.75
0 60
0.65
D 80
0.70
0 70
0 80
0.75
0.75
0.70
0.7D
0 80
0.80
0.75
0.75
0.65
0 75
0.70
oso

U ad)
seta

0 54
0.51
0 45
0.57
0 48
0.44
0.55
0 49
0 41
0.64
0.46
0 66
0 60
0 66
0.52
049
055
0 48
0 57
0 58
D 59
0 63
0 46
0. 66
049
0 49
0 65
0.62
0.59
0.48
0.48
0.66
0.65
0.61
0.56
0.4 5
D.57
0.50
0.62

Reslrlual
Stand d

E m
ot Ihe

~R

3.0362
3.3427
2.9474
3 0546
3 0383
3 2917
2 9789
2.9409
3 1041
3.30 I 5
3.5013
3 4121
3 4389
3.2150
3 4108
3.2562
3.3951
3.4541
3 3757
3 3192
2 9986
3 4865
3 3308
3.0435
3.0351
3 0242
3.2561
3.1746
2 9382
3.1808
3.1874
3.1280
3 0165
3.2419
3.4782
2.959S
3 0355
3 0005
34659

Sta dard
De ialo of

Bola

0 0629
0 0093
0.0611
D 0633
0 0630
0 0682
0 0617
0.0609
0.0043
o ossn
0.0726
0 0707
0.0713
0 0666
0 DTD7

0 0754
0 0704
0.0716
0.0700
0 0688
0 0621
0.0723
0.0690
0.0631
0 0629
0 0627
0.0675
0 0658
0.0609
0.0059
0.0661
0 0648
0 0625
0.0672
0.0721
0.0613
0.0629
0 0622
0.0718

S yea
~p

13.00
NMF

27.50
2000
12 OD

3 5D

9.00
15 00
18 50
13.50
36. 50
13.50
28 00
10.00
24.50

4 50
9 50

13 00
17.50
14.50
15.00
35 00
16.00
32 00
24.50
I 1.50
94.00 (3)
17.00
25.00
15.50
17.00
19 50
44.00
20 50
15 50

9 00
I 3 50
13.50
14.50

St d t'sT
Statute

(0.51
(1.3)
05
0.0

(0 5)
(1.1)
tg.y)
(0 3)
(0 I)
(0 4)
1.1

tc 4)
05

(0.7)
03

(1.01
(0.7)
(0.5)
(0.2)
(0 4)
(0.3)
1.0

(0 3)
0.6
03

(0 6)
4 g

(0.2)
0.3
(0.3)
(0 2)
(0 0)
16
0.0

(0.3)
(0.7)
(0 41

(0 41

(0 4)

0 73 D 55 3.1999 0.0665

A erage for Ihe Proxy Group of
Nne Wet Co p ntas

Median (4)

Canseivaf M Cls (5)

15.509

15 50%

Notes:
[I) Ses Page 4 of Schedule PMA-I I.
(21 F V lu Li I m tm I Su y, issumf the yeam2013.2015/2014-2016.
(3) Thesludent'sTslassgcassocialedwiththe r lumsexceeds196 Ith 95%I elol o fde co. Therefoe,they

h b I d d, o ai,t Ip p pmp Ibm I sa fusyo plancdinMs.Ahem'steslmony.

t4)

ts1

Medi f y p jm& I I I b k sq ly,she eholdem'equty.networth.o part em'h I

Macle 8 e yearpmhmrm rateofretu mm cr rm ly, sha eholders'quly, net worth, or part n' phal
exclud ng relume menused as ougiem as o Si ed In note (3) al
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OCF Results for the P oxy Group of NonUelilyCr p m C p bl tn Total Ruk lc
thePox Grou ofN W I In

P W GmuP of Th hy
Nim N Ul fly

Gallagher (Arthur J
A toZO
Ba I I a inc.
e I I-Myem squibb
Bourn 5 Bm
CptlFdF
Cenluryl nk, Inc

Ed ad Ld ces
Forest L b
Ggead Sdences
Gert Pfobe
Hasbro, Inc.
Hudso Cny eancorp
Hosp/8 inc.
IAC/I I Art Mom

i~Be comln
JIIJ 6 ck Foods
Ltthcaster Colohy
McKsss C P.
Marsh 8 McLenna
MAXIMUS I

OwehsE Mitmr
Roil s, Inc.
Sh M -Wemh
Smucker (J.M l
Safe Lse Co/p
Stlgsft HOld hg5
S I man Propane
Slwmyd
Ssfem 7 ittc.

Sf/Ther Cmp.
TJX Comps n es
Wslg mn Co.
WD-40 C
Wels Mamet
W tson Pharmac.
Barkley (IV R )
West Pham ec Svm.

A emge

Med e

Ehv dend
Yi Id

4 57

2 13
4 67
1.25
2 60
7 10
0 69

2.64
3.56

0 96
2.18
0 86
2.79
0.38
2.37
1.41
1.74
2.31
2.42
1.02
6.41

2.02
1.20
1.46
1.62
2.66
2.90

0.87
1.51

V I

Pmt ted
Ftve Year

EPS

6.50
14.50
9.5D
7.5D
7.00

12.00
(1.00)
9.00

15.00
NMF

10 00
11 Nl
10.00
3.50

11.50
22 50
NMF

10.50
9 00
9.50

28 50
18 OD

11.00
14.50
11.00
10 5D

6 00
11 50

1.00
14 5D
6 50

13 00
13.50
12 00

9 00
6.50

11.50
I I.50
8.50

R te M

Consensus
prcjemed Fwe
Y G mh
Rale in EPS

9 00
15 Dq

9. DO

1.90
11 00

N/A
2.80

11.00
27.00
3.40

15 00
12 00
13 OD

4.50
11.0D
35 OD

15.00
N/A
N/A

11 00
8 50

10 OD

10 Dq
N/A

11.00
6 90
8 70
8 00
4M

17.tlq
10 DO

11 00
13 00
13 00
12 00

N/A
11 00
11.00
20.00

Z ck's Five
Ye

p pmd
Gmwlh Rale

EPS

9 BD

13.50
9.70
0.70

13.30
N/A

(0 3D)
11 70
33.90
(2 40)
14.60
13.60

N/A
4 50

12 20
25 00
15 00

NIA
NIA

11 30
10.70

N/A
11.50

N/A
10 40
8.00
6.M
5.00
3.00

16 50
ID.TD
11.20
14.60
13.40
12.00

NIA

12.80
11 30

N/A

Yahool
Finance

PMmt dF e
Year Gmmh I

EPS

9. 00
14 67

9 87
(119)
11 60

NIA

5. 65
11.21
26 31
(1.51)
15 53
12 48
13 55

5 00
10 78
25 OD

15 00
N/A

10 00
13 70

II Sl
10 00
10 07
10 00
11.7D

7 06
9 48
8 06
4 00

1600
10 43
10 69
13 35
14 17
12 00

N/A
12 53

9 67
15.00

Averag
Pntlected
F eVea

G romh
Rate in

EPS

9 08
14.~ 2
9 52
3 37

10.73
12 00
4.23

10 73
25 55

3 40
13 78
12 27
12.18
4 38

11 37
26 88
15 OD

ID 5D

e.so
11 38
14.06
12 67
ID.64
12 25
11 03
812
7.55
814
3 00

16 00
9.41

11.52
13.61
13.1 ~

11 25
6.50

11.96
10.87
14 50

Adjusted
Dtm d

Yield

4 77

2. 24
4 75
I 32
2. 75
7 25
0. 73

ZM
3 66

1.01
2.28
0.91
2.99
0.41
2 4g
1.49
1.83
2 41
2.51
1.06
6 51

2 11

I 27
I 56
I 73
2.80
2 99

0 92
I 62

lrtdtcsiwi
C

Equity Cost
R I

13 65
N/A

11 76
812

12.05
14 75
11.46
1146

NIA

N/A
NIA

N/A
14 98

8 04
N/A
NIA
NIA

11 51
11.78
12 29
17.05
13 08
13 13
I3.74
12.86
10 53
10.06
9.20
9.51
N/A

11.52
12 79
15.17
14.87
14 05

9 49
N/A

11.79
16.12

12.31

12 05

NA= Nol A a labia
NMF=Nolf les I gl IFg

(I) Ms Ahem's ppt' Ilh DOF model to the domestic, non Fd mff I d compamblensk co p id u Ho the applcalion ofth DGFto he pmxy
goupolwaterc p . Sh 5 slh 60dayaerageprlcea dlh I li d ihmdl d ndasof40730f h di dendyloldandlhe dl t Ihalyeldlor
I/2lhea g p I msdgmwntmleInEps,whlchlscalc I I dby gi gthe5yearpmjecledg mh Epspnwldedbyvaluekm, euters.corn
ww .sacks.corn,a d y h, m(ex lurl g nynegaflvegomh I ) dth addngthalgrowth I I Ih Ciusleddvldendyleld

Source of Infomlation: Value Line Investmenl Sur y:
m ./eutem.corn Dovmloadsd 07/06/2011
www.sacks.corn Ommload d 07/06/2011

.ysho corn Downkmded on 07/06I2011
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Carolina Water Service Inc.
Indicated Common Equity Cost Rate

Through Use of a Risk Premium Model
Usin an Ad'usted Total Market A roach

Line No.

Proxy Group of
Thirty-Nine Non-

Prospective Yield on Baa Rated
Corporate Bonds (1) 6.17 %

Equity Risk Premium (2) 5.21

Risk Premium Derived Common
Equity Cost Rate 11.38 %

Notes: (1) Average forecast based upon six quarterly estimates of Baa rated
corporate bonds per the consensus of nearly 50 economists
reported in Blue Chip Financial Forecasts dated July 1, 2011 (see
page 7 of Schedule PMA-PMA-8). The estimates are detailed
below.

Third Quarter 2011
Fourth Quarter 2011

First Quarter 2012
Second Quarter 2012

Third Quarter 2012
Fourth Quarter 2012

5.80
5.90
6.10
6.20
6.40
6.60

Average 6.17

(2) From page 4 of this Schedule.
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Carolina Water Service Inc.
Comparison of Bond Ratings for the

Proxy Group of Non-Utility Companies Comparable in Total Risk to the
Prox Grou of Nine Water Com anise

Moody's
Bond Rating

7/6/2011

Standard & Poor's
Bond Rating

7/6/2011

Proxy Group of Thirty-Nine
Non-Utili Com anies

Gallagher (Arthur J.)
Auto2one Inc.
Baxter Intl Inc.
Bristol-Myers Squibb
Brown & Brown
Capitol Fed. Fini
CenturyLink Inc.
Quest Diagnostics
Edwards Lifesciences
Forest Labs.
Gilead Sciences
Gen-Probe
Hasbro, Inc.
Hudson City Bancorp
Hospira Inc.
IAC/InterActiveCorp
Investors Bancorp
J8,J Snack Foods
Lancaster Colony
McKesson Corp.
Marsh & McLennan
MAXIMUS Inc.
Owens & Minor
Rollins, Inc.
Sherwin-Williams
Smucker (J.M.)
Sara Lee Corp.
Silgan Holdings
Suburban Propane
Stericycle Inc.
Safeway Inc.
Stryker Corp.
TJX Companies
Walgreen Co.
WD-40 Co.
Weis Markets
Watson Pharmac.
Berkley (W.R.)
West Pharmac. Svcs.

Average
Notes:

Bond
RatincL

N/A
Baa2
A3
A2
N/A
N/A

Baa3
Baa2
N/A
N/A

Baa1
N/A

Baa2
N/A

Baa3
Ba2
N/A
N/A
N/A

Baa2
Baa2
N/A
Ba2
N/A
A3
N/A

Baa1
Ba3
Ba2
N/A
A3
A3
A3
A2
N/A
N/A

Baa3
Baa2
N/A

Baag

Numerical
Weighting

9
7
6

10
9

10
12

12

8
13
12

7
7
7
6

10
9

8.8

Bond
Ratinci

N/A
BBB
A+
A+

N/A
N/A
N/A

BBB+
N/A
N/A
N/A
N/A

BBB+
N/A

8B8+
N/A
N/A
N/A
N/A
A-

BBB-
N/A

BBB-
N/A
A

N/A
BBB
N/A
N/A
N/A
BBB
N/A
A

N/A
N/A
N/A
N/A

BBB+
N/A

BBB+

Numerical
Weighting

9
5
5

7
10

10

7.7

(1) From page 3 of Schedule

Source of Information:
Standard & Poor's Bond Guide June 2011
www.moodys.corn; downloaded 7/6/2011



Exhibit No.
Schedule PMA-13
Page 4 of 5

Carolina Water Service Inc
Derivation of Equity Risk Premium Based on the Total Market Approach

Using the Beta for
the Proxy Group of Non-Utility Companies

Comparable in Total Risk to the
Prox Grou of Nine Water Com anise

Proxy Group of
Thirty-Nine Non-

C

Arithmetic mean total return rate on
the Standard 8 Poo/s 500 Composite
Index — 1926-2010 (1) 'l1 90 '/

Arithmetic mean yield on
Aaa and Aa Corporate Bonds

1926-2010 (2) 6.10

Historical Equity Risk Premium 580 '/

Forecasted 3-5 year Total Annual
Market Return (3) 13 44%

Prospective Yield an Aaa Rated
Corporate Bonds (4) 5.35

Forecasted Equity Risk Premium

Conclusion of Equity Risk Premium (5)

Adjusted Value Line Beta (6)

809 %

695 %

0 75

Beta Adjusted Equity Risk Premium 5.21

(1) Ibbotson Associates 2011 Valuation Yearbook — Market Results for 1926-2010,
Morningstar, Inc., 2011 Chicago, IL.

(2) From Moody's Industrial Manual and Mergent Bond Record Monthly Update.
(3) From page 2 of Schedule PMA-PMA-1 0.
(4) Average forecast based upon six quarterly estimates of Aaa rated corporate bonds

per the consensus of nearly 50 economists reported in Blue Chip Financial Forecasts
dated July 1, 2011 (see page 7 of Schedule PMA-PMA-8). The estimates are detailed
below.

Third Quarter 2011
Fourth Quarter 2011

First Quarter 2012
Second Quarter 2012

Third Quarter 2012
Fourth Quarter 2012

5.00
5.10
5.30
5.40
5.60
5.70

Average 5.35

(5) The average of the historical equity risk premium of 5.80% from Line No. 3 and the
forecasted equity risk premium of 8.09% from Line No. 6 ((5.80% + 8.09%) / 2 =

6 95'/
(6) Median beta from page 5 of this Schedule.



Exhibit No.
Schedule PMA-13
Page 5 of 5

Carolina Water Service Inc
Traditional CAPM and ECAPM Results for Ihe Proxy Group of Non-Utility Companies Comparable in Total Risk to the

Prox Grou of Nine Water Com anise

Proxy Group of Thirty-Nme
Non-Utilil Com anise

Value Line
Adlusted

Beta
Market Risk

Traditional
Risk-Free CAPM Cost ECAPM Cost

indicated
Common Equity

Gallagher (Arthur J.)
AutoZone Inc.
Baxter Intl Inc.
Bristol-Myers Squibb
Brown & Brown
Capitol Fed. Finl
CenturyLink Inc.
Quest Diagnostics
Edwards Lifesaences
Forest Labs.
Gilead Saences
Gen-Probe
Hasbro, Inc.
Hudson City Bancorp
Hospira Inc.
IAC/InterActiveCorp
Investors Bancorp
J&J Snack Foods
Lancaster Colony
McKesson Corp.
Marsh 8 McLennan
MAXIMUS Inc.
Owens 8 Minor
Robins, Inc.
Sherwin-Wilkams
Smucker (J.M.)
Sara Lee Corp.
Silgan Holdings
Suburban Propane
Stencyde Inc.
Safeway Inc.
Stryker Corp.
TJX Companies
Walgreen Co.
WD-40 Co.
Weis Markets
Watson Pharmac.
Berkley (W.R.)
West Pharmac. Svcs.

0.70
0.70
0.65
0.75
0.70
0.65
0.75
0.70
0.65
0. 80
0.65
0. 80
0.75
0. 80
0 70
0.70
0.75
0. 70
0.75
0.75
075
0.80
0.65
0.80
0.70
0. 70
0.80
0.75
0.75
0.70
0.70
0.80
0.80
0.75
0. 75
0.65
0.75
O.TO

0. 80

7.71
7.71
7.71
7.71
7.71
7.71
7.71
7.71
7.71
7.71
7 71
7. 71

7.71
7.71
7.71
7 71
7.71
7.71
7.71
7.71
7.71
7.71
7.71
7 71

7.71
7.71
7.71
7.71
7.71
7.71
7.71
7.71
7.71
7. 71

7. 71

7.71
7.71
7.71
7.71

4.73
4.73
4.73
4.73
4.73
4.73
4.73
4.73
4 73
4.73
4. 73
4.73
4.73
4.73
4.73
4.73
4.73
4.73
4. 73
4. 73
4.73
4. 73
4.73
4.73
4.73
4.73
4.73
4.73
4.73
4.73
4. 73
4 73
4. 73
4 73
4 73
4.73
4 73
4. 73
4.73

10.13
10.13
9.74

10.51
10.13
9.74

10.51
10.13
9.74

10.90
9.74

10.90
10.51
10.90
10.13
10.13
10.51
10.13
10.51
10.51
10.51
10.90
9.74

10.90
10.13
10.13
10.90
10.51
10.51
10.13
10.13
10.90
10.90
10.51
10.51
9.74

10.51
10.13
10 90

10.71
10.71
10 42
10.99
10.71
10.42
10.99
10.71
10.42
11.28
10.42
11.28
10.99
11.28
10.71
10.71
10.99
10.71
10.99
10.99
10.99
11.28
1042
11.28
10.71
10.71
11.28
10.99
10.99
10.71
10.71
11.28
11.28
10.99
10.99
10.42
10.99
10.71
11.28

Average 10.36 % 10.88 % 10.62 %

Median 10.51 % 10.99 % 10.75 %

Notes:
(I) From Schedule PMA-PMA-10, page 2, note 1.

(2) From Schedule PMA-PMA-10, page 2, note 2.
(3) Derived from Ihe model shown on Schedule PMA-PMA-10, page 2, note 3.
(4) Denved from Ihe model shown on Schedule PMA-PMA-10, page 2, note 4.
(5) Average of CAPM and ECAPM cost rates.



Carolina Water Service Inc.
Derivation of Investment Risk Adjustment Based upon

Ibbotson Associates'ize Premia for the Decile Portfolios of the NYSE/AMEX/NASDAQ

Line No
Market Capitalization on July 6,

2011 1

(times larger)( millions )

Applicable Decile of
the NYSE/AMEX/~* Applicable Size

Spread from
Applicable Size

Carolina Water Service, Inc.

a. Based U on the Prox Grou of Nine Water Companies

2. Proxy Group of Nine Water Com anies

$ 18.980

$ 1,194.619 62.9 x

10

6-7

6. 36%

1.85% 4. 51%

(A)

Decile

(8)

Number of

( millions )

(C )

Recent Total Market

( millions )

(D)

Recent Average
Market

( millions )

(E)

Size Premium
(Return in

Excess of

Largest

Smallest

Notes

I

2
3
4
5
6
7
8
9

10

168
181
187
185
213
230
287
361
491
1320

$ 8,586,385.656
1,873,378.709
1,022,604.243

594,702.185
482,327.242
360,140.550
304,948.414
239,018.595
181,744.805
136,119.075

$ 51,109.438
$ 10,350.159
$ 5.468.472
$ 3,214.606
$ 2,264.447
$ 1,565.828
$ 1,062.538
$ 662.101
3 370.152
5 103.121

*From Ibbotson 2011

-0.38%
0.81%
1.01%
1.20%
1.81%
1. 82%
1.88%
2.65%
2 94%
6.36%

Yearbook

(I )

(2)

(3)
(4)

From Page 2 of this Schedule.
Gleaned from Column (D) on the bottom of this page. The appropriate decile (Column (A)) corresponds to the
market capitalization of the proxy group, which is found in Column 1

Corresponding risk premium to the decile is provided on Column (E) on the bottom of this page.
Line No. Ia Column 3 — Line No. 2 Column 3 and Line No. lb, Column 3 — Line No. 3 of Column 3 etc. For
example, the 4.51% in Column 4, Line No. 2 is derived as follows 4.51% = 6.36% - I 85%

nr tom
iv o x
io
n n

6'x—

C.



Carolina Water Service, fnc.
Market Capitalize! on of Carolina Water Service, Inc. and

the Pro G u of Nine Wet r om antes

4

Com an ~Exchan e

Common Stock Shares
Outstanding et Fiscal

Year End 2010
( millions )

Book Value per
Share at Fiscal Total Common Equity at

Fiscal Year End 2010

( millions )

Closing Stock
Market Pncs on

Market-to-Book
Ratio on July 06,

Market
Capitalization on

( m ili one )

Carolina Water Service, fnc. NA NA $ 10 796 (4) NA

Based Upon the Proxy Gmup of N ne Water
Companies 175.8 % (5) $ 18.980 (6)

Pro Grou of Nine Water Com antes
Amencan States Water Co.
American Water INorks Co., Inc
Aqua America, Inc.
Artesian Resources Corp
Caldomia Water Se ice Group
Connecticut Water Service, Inc
Middlesex Water Company
SJW Corporabon
York Water Company

18.631
174.996
138.449

7.517
20.833

8 677
15 566
18 552
12 692

20 264
23 614
8 481

12 657
20 906
13 134
11.132
13.747
7. 190

377 541
4,132 272
1,174 254

95 146
435 526
113 963
173 279
255.032
91.257

35.13D
30.010
22.570
18.290
18.750
25.820
I 9.000
24.770
16 SDD

173.4 % $
127.1 $
266.1 5
144.5 5
89.7 $

1966 $
170.7 $
IBD2 5
2337 $

654 502
5,251.630
3,124.795

137.488
390 619
224.036
295 754
459 522
213.227

Average 46 212 14.569 760.919 23 460 1758 '/ $ 13194619

NA= Not Available

Notes (I)
(2)
(3)
(4)

(5)

(6l

Source of Information: 2010 Annual Forms I DK

yahoo finance corn

Column 3 I Column 1.
Column 4 I Column 2.
Column 5 'olumn 3.
Aaocatlon of total capitalization of carolina water service, Inc. of $21 639 million by the requested common equity raso of 49.89'/ ($21 639 M x 49.89% =

$10 796 M).

Ths market-lo-book rabo of Carolina Water Service, Inc. on July 06, 2011 is assumed to be equal lo Ihe market-to-book ratio of the Proxy Group of Nine

Water Companies al July 06, 2011.
Carolina Water Service, Inc 's common stock, if traded, would trade at a market-to-book ratio equal lo the average market-to-book ratio al July 06, 2DI I of
Ihe Proxy Group of Nine Water Companies, 175.8%, and Carolina Water Service, Inc/s market capitalization on July 06, 2011 would therefore have been
$18.98 mialon.
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